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Now that the powers of our Federal government have 
enormously increased, and executive powers have largely 
absorbed legislative powers, so that the constitutional 
restraints on federal governmental power have greatly 
diminished in scope, nevertheless what few constitutional 
restraints still remain can only be enforced by an abso- 
lutely independent judiciary, so constituted as to be be- 
yond the control of Congress, dependent in no sense what- 
ever upon either the congressional or executive will, and 
without fear of reprisals by Congress, instigated perhaps 
by a disgruntled executive. 

It was that sort of an absolutely independent judiciary 
which the framers at Philadelphia intended when they 
wrote the provisions of Article III of the FEDERAL CON- 
STITUTION. These provisions were unique. They existed, 
and still exist, nowhere else in the world. In other free 
countries, having what we call constitutional government, 
the judges who enforce the law are, by the life tenure of 
their office and by tradition, free from executive control. 
But it was only in the United States that they were’ also 
intended to be absolutely free from legislative control 
as well. 
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That is the significance of that portion of Article III 
which provides that: 


The judges both of the Supreme and inferior courts shall hold 
their offices during good behavior and shall at stated times receive 
for their services a compensation which shall not be diminished 
during their continuance in office. 


This provision, and protection, was not for the benefit 
of the judges to constitute them a special privileged class, 
but for the benefit of those citizens who must fight their 
legal controversies before these federal judges. Its pur- 
pose was to guarantee, as far as human nature permits, an 
independent judiciary, who would decide their law suits 
without fear or favor, if necessary in favor of the hum- 
blest litigant, against the most powerful adversary and 
entirely irrespective of the views of the Congress or the 
President. 

In 1829, the great John Marshall said in the Virginia 
State Constitutional Convention: , 


Advert, sir, to the duties of a judge. He has to pass between 
the government and the man whom that government is prosecut- 
ing: between the most powerful individual in the community, 
and the poorest and most unpopular. It is of the last importance 
that, in the exercise of these duties, he should observe the utmost 
fairness. Need I press the necessity of this? Does not every 
man feel that his own personal security and the security of his 
property depends on that fairness? The Judicial Department 
comes home in its effects to every man’s fireside: It passes on 
his property, his reputation, his life, his all. Is it not to the last 
degree important that he should be rendered perfectly and com- 
pletely independent, with nothing to influence or control him but 
God and his conscience? 

. . . I have always thought, from my earliest youth till now, 
that the greatest scourge an angry Heaven ever inflicted upon 
an ungrateful and a sinning people was an ignorant, a corrupt, 
or a dependent judiciary. 


That that protection to litigants in federal courts guar- 
anteeing them an independent judiciary was intended to 
apply against the government as litigant, is unmistakably 
shown by the language of Article III itself in enumerat- 
ing the jurisdiction to which the federal “judicial power 
shall extend” namely, 

to controversies to which the United States shall be a party. 
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That language is clear and explicit. It is entirely unam- 
biguous and needs no construction whatever. To attempt 
to limit it to controversies to which the United States is 
party-plaintiff, in other words to baldly insert the word 
“plaintiff” at the end, violates every legal rule of consti- 
tutional or statutory construction of an unambiguous 
phrase. It has no logic, reason or common sense to sup- 
port it. 

Now that our federal union of states has developed 
into a consolidated national government, the great ma- 
jority of cases in litigation before the federal courts have 
become “controversies to which the United States shall be 
a party,” and generally party-defendant. So if those liti- 
gants in the federal courts who, in order to protect their 
rights, have to sue the government, may, at the whim of 
Congress, be deprived of the protection of an independent 
court to determine their controversies, a dangerous rent 
has been made in our judicial armor. 

The Supreme Court on May 20, 1929, decided Ex Parte 
Bakelite Corporation, the case which is the subject of 
this paper, which unfortunately made it possible for the 
Congress to do exactly that. Only one member of the 
present Supreme Court was a member of the Court in 
1929. This circumstance might facilitate a reéxamination 
and possibly a revision of that unfortunate decision. 

The principle of the protection sought to be afforded 
federal litigants by Article III; the protection of an in- 
dependent court free to decide without fear against pow- 
erful litigants, applies with peculiar and special force to 
the most powerful of all litigants, the government of the 
United States, and applies with equal force whether that 
government happens to be the plaintiff or defendant. 

That judges are human and often politically minded 
is doubtless true, but they do not have to be, if they 
have the courage to act otherwise when under the pro- 
tection of Article III of the CONSTITUTION. 

1279 U. S. 438, 49 Sup. Ct. 411, 73 L. ed. 789 (1928). 
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This applies partly to the power of the courts to de- 
clare acts unconstitutional, namely to hold that the federal 
legislature in passing an act has gone beyond its grant 
of powers as fixed by the CONSTITUTION. 

This, also a peculiarly American doctrine, is still vitally 
important as a means of preserving what remains of our 
original CONSTITUTION. But statutory construction alone 
is more important in actual practice. 

Federal powers have greatly increased in recent years. 
Federal commissions and boards now regulate and con- 
trol many matters which were formerly considered solely 
within the province of the forty-eight state governments. 
Federal judges construe the new laws which assert these 
new powers and establish these regulatory boards and 
commissions. 

It is vital to the litigant in the federal courts to fight 
his cases before independent judges free to give a liberal 
construction to these new federal laws. 

The liberal construction of a constitutional provision 
granting a governmental power, and of the statute creat- 
ing and governing the body which exercises the power, 
is often vitally important to the citizen-litigant affected 
by the power, when no constitutional question whatever is 
involved in the case. Thus questions involving a fair and 
just construction of these new laws have become of much 
more practical importance to federal litigants than ques- 
tions involving congressional power to enact them. 


In speaking of a liberal construction, that much abused 
term “liberal” is not used in the sense of those who mis- 
takenly designate as “liberal” those judges who believe 
that all our ills may be cured by the exercise of federal 
power and who therefore look askance, and with an evil 
eye, upon all constitutional provisions restraining federal 
power. The word “liberal” does not accurately describe 
that judicial point of view, unless being opposed to the 
constitution is to be liberal. 
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As federal powers continue to expand under the present 
tendency, their execution is bound to increase the number 
of cases in which the United States is party-defendant 
where an absolutely independent court to which the hum- 
blest citizen may appeal is needed most of all. 

Accidents happen in the best regulated families. Even 
Jove sometimes nods. The peculiar circumstances in 
which the Bakelite case arose and the way the issues aris- 
ing therein were contested seems to class the decision as 
a legal accident. The decision was to the effect that the 
Court of Customs Appeals was not created under Article 
III, but under the power of Congress to levy customs 
duties. As a consequence of that holding, the tenure and 
salaries of the judges of that court may be reduced, or the 
court itself, including the judges, abolished at the whim 
of Congress. 

Suits for the recovery of illegally collected customs 
taxes had previously been decided by the District and 
Circuit Courts, which are constitutional courts created 
under Article III, since the beginning of our government. 
The effect of the decision therefore was to permit Con- 
gress to remove any subject of litigation previously tried 
before independent constitutional courts and to deposit 
it in courts unprotected by Article III controlled by itself, 
and take away from the federal litigants bringing such 
suits the right to sue before a court completely independ- 
ent of Congress. 

Thus Congress could remove all litigation against the 
government, the most important litigation of the future, 
away from the District and Circuit courts and compel 
the citizens bringing those suits to sue before judges of 
insecure tenure. Thus the protections set forth in Article 
III would cease to exist. They would become to that 
extent a mere declaration in the air. 

This disastrous but necessary consequence is not dis- 
cussed in the Supreme Court’s opinion in the Bakelite 
case, was not pressed by any of the counsel in the case 
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who contested the issues on other grounds, and seems to 
have been completely overlooked. The dispute was a 
jurisdictional one arising out of a peculiar appeal from 
action by the Tariff Commission. All the counsel—for 
the importer, for the domestic manufacturer the Bakelite 
Corporation, and Attorney General Mitchell for the gov- 
ernment, affirmatively asserted in brief, and at the short 
oral argument, that the Court of Customs Appeals was a 
constitutional court. The Supreme Court itself raised the 
question of the status of the Court of Customs Appeals, 
as possibly not being a constitutional court under Article 
III and decided it was not. 

The soundness of the decision in Ex Parte Bakelite 
Corporation’ met with very little approval from the Bar 
of the United States. To buttress its position the court 
held also that the Court of Appeals of the District of 
Columbia, the Supreme Court of the District of Colum- 
bia and the Court of Claims were not constitutional 
courts. This led to much discussion, and later to contest 
when the salary of these courts was reduced by the Econ- 
omy Act. 

In O'Donoghue v. United States, and Williams v. 
United States, the Supreme Court held the first two 
courts to be constitutional courts, taking back what it said 
about them in Ex Parte Bakelite Corporation’ and that 
therefore their judges were not subject to salary reduc- 
tion, but in a labored opinion adhered to its position that 
the Court of Claims was not a constitutional court. It 
was in this opinion that the Supreme Court advanced the 
remarkable view that the statement in Article III read- 
ing: 

controversies to which the United States shall be a party 
did not mean what it said, but should be read as if the 
word “plaintiff” had been added at the end of that ex- 


2 Ibid. 

3289 U. S. 516, 53 Sup. Ct. 740, 77 L. ed. 1356 (1932). 
4289 U. S. 553, 53 Sup. Ct. 751, 77 L. ed. 1372 (1932). 
5 Supra note 1. 
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pression. This unsound position was supported by the 
argument that at the time the CONSTITUTION was adopted 
(presumably under the confederation) the United States 
could not be sued. Therefore, runs the sophistry, the gen- 
tleman at Philadelphia must have meant to say: 
iene to which the United States shall be a party plain- 
tiff. 
On the contrary they were thinking only of establishing 
independent courts. The Declaration of Independence 
had said: 


He (the King) has made judges dependent on his will alone 
for the tenure of their offices and the amount and payment of 
their salaries. 


They were establishing, they hoped for a long time, the 
future limitations upon the powers of the government. 
They were not speaking for the past or merely for the 
present. They did not wish future judges dependent on 
the will of the President who must nominate them or upon 
the will of Congress who must pay their salaries. On the 


contrary they desired future judges free to decide against 
the government itself in favor of the humblest citizen. 
That purpose necessarily includes the decision of cases 
where the government is defendant, as well as cases where 
the government is plaintiff. They used language which 
covers both. 

In these times when such cases comprise a very large 
part of the litigation before the federal courts, such ex- 
press language should not be frittered away by construc- 
tion. 

The courts left by those decisions without the protec- 
tion of Article III, whose jurisdiction extends throughout 
the United States, are the Court of Claims, the Court of 
Customs and Patent Appeals and the Customs Court. The 
former deals with a great, and ever increasing, variety of 
suits against the United States. The two latter deal with 
the multitude of cases where customs duties are claimed 
to have been illegally collected under our tariff acts and 
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where an erroneous customs valuation has been improp- 
erly imposed resulting in higher duty being collected. 

Since the Bakelite decision, the tenure of the judges of 
the two customs courts has been made by statute into an 
unqualified life tenure, subject only to removal by im- 
peachment. The judges of the Court of Claims also have 
such an unqualified life tenure by statute. 

This makes them, as long as it lasts, free from execu- 
tive control, but as Congress may cut down the amount 
of their salaries, reduce their tenure of office to a short 
term, or even abolish the courts entirely, they are not free 
of congressional control. The federal litigants before them 
are denied the privilege of suing before a constitutional 
court, completely protected from interference by both the 
President and Congress. These litigants especially need 
the full protection of Article III, because all their suits 
are against the government itself, the most powerful of 
all litigants. 

It is true that if their cases finally reach the Supreme 
Court, in the rare instances where that court grants cer- 
tiorari to the Court of Claims or the Court of Customs 
and Patent Appeals, they would procure that final hear- 
ing before the Supreme Court, which is a constitutional 
court. But under the present discretionary plan, the Su- 
preme Court grants so few writs of certiorari that fact 
does not help the situation. 

In a technical matter of this kind, it would be next to 
impossible to pass a constitutional amendment to cure 
this situation. 

The only practical remedy seems to be for the Supreme 
Court itself, when opportunity offered, to reéxamine the 
case of Ex Parte Bakelite Corporation and to revise it by 
declaring its doctrine unsound. The present Supreme 
Court has recently done that in a number of instances, 
thereby reversing old cases supposed to be permanent 
parts of our constitutional law. It is to be hoped that in 
the future they will certainly grant a writ of certiorari 
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in any case which involves the status of these courts, and 
proceed accordingly to reverse the dangerous doctrine of 
the Bakelite case and to again throw around the federal 
litigants suing in those courts, the full protection of 
Article III. 

Sufficient ground for such action plainly appears from 
the fact that the danger to Article III itself as an intended 
constitutional protection to all federal litigants was not 
brought out by the counsels’ briefs in the Bakelite case, 
or in their half hour of oral argument, a stenographic 
record of which has been preserved. Nor is it discussed 
in the Court’s opinion. That danger is that Congress 
could remove all the suits by and against the government 
to special courts controlled by itself without the protec- 
tion of Article III. This would defeat the main purpose 
of Article III, which was plainly to protect the complete 
independence of the federal courts functioning through- 
out the Union. 

The subject matter before the Supreme Court in the 
Bakelite case involved a direct appeal to the Court of 
Customs Appeals from certain administrative findings of 
unfair competition by the Tariff Commission totally un- 
like all the other cases coming before the Court of Cus- 
toms Appeals by appeal from the United States Customs 
Court, formerly called the Board of General Appraisers. 
Such direct appeals from the Tariff Commission com- 
prised an infinitesimal part of the Court of Customs Ap- 
peals jurisdiction. Only five such cases are reported in 
their official reports since 1922 when such direct appeals 
were authorized. Yet a perusal of Mr. Justice Van 
Deventer’s opinion indicates that he supposed the whole 
jurisdiction of the Court of Customs Appeals and of the 
Board of General Appraisers, as tried below, was of a 
similar administrative character and not of a judicial 
nature. 

This was a serious historical error. On the contrary 
the Court of Customs Appeal’s main jurisdiction consisted 
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of appeals in suits for the recovery of customs taxes 
claimed to have been illegally collected existing since the 
beginning of the government. These cases were originally 
brought by suit in assumpsit against the Collector of Cus- 
toms in a State Court and later by a statutory equivalent 
brought before the Board of General Appraisers by pro- 
test against the Collector’s action. This includes the clas- 
sification jurisdiction and many other matters not involv- 
ing classification where an illegal taking has occurred, 
and suits to recover an illegally withheld “drawback” on 
exportation. Those cases by express enumeration are all 
included in the class of cases set forth in Article III to 
which “the judicial power shall extend,” namely 


to all cases in law and equity arising under this constitution, 
the laws of the United States, and treaties made or which shall 
be made under their authority 

and 
to controversies to which the United States shall be a party. 


More than 200 of these customs classification cases have 
been decided on the merits by the Supreme Court itself 
after certiorari granted. This they could not have done 
unless they had been included in the “cases and contro- 
versies’” enumerated in Article III as above stated. This 
classification jurisdiction included over 95 per cent of the 
cases decided by the Court of Customs Appeals when 
the Bakelite case was decided by the Supreme Court. 

A minor jurisdiction consisted of appeals on “questions 
of law only” from decisions of the Board of General Ap- 
praisers on questions of value, so-called Reappraisement 
Appeals. These also are technically “cases and contro- 
versies” under Article III. Otherwise the Supreme Court 
could not have granted certiorari in, and decided one of 
them in United States v. Bush & Co., Inc.® 

A still smaller jurisdiction consisted of appeals from 
the Board of General Appraisers in granting remission 


$310 U. S. 371, 60 Sup. Ct. 944, 84 L. ed. 1259 (1939). 
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of penalties, so-called additional duties, where the im- 
porter has negatived the idea of fraud or deceit in mak- 
ing his entry. In United States v. Fish,’ the Supreme 
Court granted certiorari and laid down the requirements 
for recovery, holding that suits for the remission of 
penalties were in effect, part of the classification juris- 
diction. 

There was another relatively infinitesimal jurisdiction 
exercised by the Court of Customs Appeals at the time 
the Bakelite case was decided established by section 517 
of the Act of 1922. It involves a domestic manufacturer’s 
or producer’s protest claiming a higher rate of duty 
should be levied. While in form a suit against the United 
States, and of course involving the construction of the 
laws of the United States, it may possibly not be tech- 
nically a case or controversy under Article III. Since 
1922 only eight such cases had been decided by the Court 
of Customs Appeals up to 1929, and only two since 1929. 

Thus we had more than 99 out of every 100 cases com- 
ing before the Court of Customs Appeals when the Bake- 
lite case was decided expressly enumerated in Article III 
itself. Yet the court which decided them was held not to 
be a constitutional court under Article III but a court 
dependent for its tenure and salary upon the will of Con- 
gress. 

That is also exactly the situation in reference to the 
Customs Court today. 

In such circumstances it was certainly going far afield, 
as the Supreme Court did in the Bakelite case, to hold 
that the Court of Customs Appeals was created under the 
congressional power to levy customs duties, which grant 
of power does not mention or imply the creation of courts, 
in the face of Article III which gives ample authority 
to create such a court with a jurisdiction (which the Su- 
preme Court says is the test) appropriate to and especially 
enumerated in Article III itself. 

7268 U. S. 607, 45 Sup. Ct. 616, 69 L. ed. 1112 (1924). 
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In that confusing situation one does not have to be a 
lawyer to see that the Bakelite case is out of joint with 
our entire constitutional plan and should be reéxamined 
and revised in order to conform thereto. 

The gravamen of the Supreme Court’s holding is set 
out on page 458, which abounds in strained construction 
and historical error. 

It starts, as before stated, by a tenuous mental opera- 
tion, to imply a power for the creation of courts from 
power to levy duties for which there was absolutely no 
necessity. Authority for creating such a court with ex- 
actly its jurisdiction is contained in Article III itself. 

When the CONSTITUTION contains an express authori- 
zation for all courts operating within the states, with life 
tenure, one is not compelled to hunt around to imply con- 
gressional power from the power to lay and collect duties 
on imports which has nothing whatever to do with courts. 
The criticized statement sounds weak on its face. It is: 

The Court of Customs Appeals was created by Congress in 


virtue of its power to lay and collect duties on imports and to 
adopt appropriate means of carrying that power into execution. 


This could be done without any courts at all. Congress 
did not have to create a court in order to levy a duty. 

The district and circuit constitutional courts had, from 
the beginning of our government, decided the common 
law action to recover illegally collected duties. That was 
a suit in assumpsit for money had and received against 
the Collector of Customs brought in a state court and 
removed to the District and Circuit courts. In 1890, an 
“equivalent” statutory action was substituted, largely for 
the purpose of abolishing jury trials in customs cases. It 
also went by appeal from the Board of General Apprais- 
ers to the District Court and the appropriate Circuit 
Court of Appeals. No other courts were needed in con- 
nection with customs duties. 


om 


{_nanm aza.aae as & = on 





JUDICIAL INDEPENDENCE 139 


The Supreme Court itself in United States v. Ranlett,’ 
etc., held that: 
The remedies provided by the act of June 10, 1890 furnish the 


equivalent for the action against the collector which was orig- 
inally the remedy for an illegal exaction of duties. 


It was exactly that statutory equivalent of the common 
law action which was transferred for decision to the 
Court of Customs Appeals by the Act of 1909. This Act 
also made the Board of General Appraisers the complete 
trial court for customs cases, eliminating the constitutional 
District and Circuit Courts from the picture. 

The Supreme Court continues as follows in language 
which is neither clear cut nor historically accurate: 

The full province of the Court under the act creating it is that 
of determining matters arising between the Government and 
others in the executive administration and application of the cus- 
toms laws. These matters are brought before it by appeals from 
decisions of the Customs Court formerly called the Board of 
General Appraisers. The appeals include nothing which inher- 
ently or necessarily requires judicial determination, but only 
matters the determination of which may be, and at times has 
been committed exclusively to executive officers. True, the pro- 
visions of the customs laws requiring duties to be paid and turned 
into the Treasury promptly without awaiting disposal of protests 
against rulings of collectors, operate in many instances to convert 
the protests into applications to refund part or all of the money 
paid; but this does not make the matters involved in protests 
any the less susceptible of determination by executive officers. 
In fact this final determination has been at times confided to the 
Secretary of the Treasury with no recourse to judicial proceed- 
ings. 

That language is a very cloudy way to describe the 
statutory equivalent of a common law suit in assumpsit, 
against the Collector of Customs for money had and re- 
ceived, to recover back an illegally collected customs tax, 
many of which cases, in both the common law and statu- 
tory form, the Supreme Court has recognized as among 
the cases and controversies expressly mentioned in Article 
III by deciding them on the merits after certiorari 
granted. 


8172 U. S. 133, 19 Sup. Ct. 114, 43 L. ed. 393 (1898). 
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A serious historical error appears in the concluding 
sentence asserting: 
In fact their final determination has been at times confided to 


the Secretary of the Treasury without recourse to judicial pro- 
ceedings. 


The court cited as authority for that statement the re- 
markable case of Cary v. Curtis.’ It was an unfortunate 
reference. Yet the Supreme Court’s whole theory is evi- 
dently based upon it. That case only existed as law for 
thirty-six days. The Supreme Court threw out the com- 
mon law remedy on a technicality, stating that the sole 
remedy was by appeal to the Secretary of the Treasury. 
Mr. Justice Story, in one of his most famous opinions 
(along with Mr. Justice McLean) dissented violently. 
The Congress was outraged by the decision. It immedi- 
ately repudiated, in vigorous language, the idea that it 
had confided the decision of customs cases to the Secre- 
tary of the Treasury without judicial review, by at once 
passing a declaratory act recalling Cary v. Curtis. This 
act made Justice Story’s dissenting opinion the law of 
the land, expressly declaring that the statute should not 
be construed so as to destroy the common law remedy. 
This vigorous declaratory act was signed by the President 
thirty-six days after the Supreme Court’s decision in Cary 
v. Curtis. 

So that the statement in reference to customs cases, 
which the Court of Customs Appeals decided to the effect 
that they were ever confided to the Secretary of the Treas- 
ury is not true. Cary v. Curtis, indeed, made a lapsus of 
thirty-six days in the remedy, but Congress’ vigorous and 
immediate repudiation of that decision shows unmistak- 
ably that Congress had no intention whatever of confiding 
customs classification cases to the Secretary of the Treas- 
ury even for that short time. On the contrary the state- 
ment made by Mr. Justice Lurton in 1913 in the case of 


*3 How. 236, 11 L. ed. 576 (U. S. 1844). 
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Louisiana v. McAdoo,” is the accurate one. There he 
said for a unanimous court: 

There have always been remedies by which an importer may 
recover an excess rate of duty exacted from him by a customs 
collector, either by common-law action against the collector, as 
in Elliott v. Swartout, 10 Pet. 137, 9 L. ed. 373, or by statute, 
2931, Revised Statutes; act of June 10, 1890 (26 Stat. at L. 
pp. 131, 137, chap. 407, U. S. Comp. Stat. 1901, p. 1886): act 
of August 5, 1909 (36 Stat. at L. p. 11, chap. 6, U. S. Comp. 
Stat. Supp. 1911, p. 741). , 


The Act of August 5, 1909 referred to, transferred the 
appeals in customs cases from the various circuit courts 
of appeal to the then newly created Court of Customs 
Appeals. 

Thus Judge Lurton correctly ignores the accidental 
and unintended lapsus in the remedy of 36 days out of 
150 years, caused by the promptly repudiated majority 
decision in Cary v. Curtis. 

As to the Supreme Court’s further statement that 


The appeals include nothing which inherently or necessarily 
requires judicial determination 


that is directly contrary to the view of Mr. Justice Story 
in his famous Cary v. Curtis” opinion, where he said: 


Where then is the remedy which is supposed to exist? It is 
an appeal to the Secretary of the Treasury for a return of the 
money, if in his opinion it ought to be returned, and not other- 
wise. No court, no jury, nay, not even the ordinary rules of 
evidence are to pass between that officer and the injured claimant, 
to try his rights or to secure him adequate redress. Assuming 
that the Secretary of the Treasury will always be disposed to do 
what he deems to be right in the exercise of his discretion, and 
that he possesses all the qualifications requisite to perform this 
duty, among the other complicated duties of his office—a pre- 
sumption which I am in no manner disposed to question,—still 
it removes not a single objection. It is, after all, a substitution 
of executive authority and discretion for judicial remedies. Nor 
should it be disguised, that upon so complicated a subject as the 
nature and character of articles made subject to duties, grave 
controversies must always exist (as they have always hitherto 
existed) as to the category within which particular fabrics and 
articles are to be classed. The line of discrimination between 


10234 U. S. 627, 34 Sup. Ct. 938, 58 L. ed. 1506 (1913). 
11 note 9 at 256. 
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fabrics and articles approaching near to each other in quality, or 
component materials, or commercial denominations, is often very 
nice and difficult, and sometimes exceedingly obscure. It is the 
very case, therefore, which is fit for judicial inquiry and decision, 
and falls within the reach of that branch of the judicial power 
given by the CoNsTITUTION, where it is declared “that the judi- 
cial power shall extend to all cases in law or equity arising under 
this ConsTITUTION, the laws of the United States, and treaties, 
etc.” If then the judicial power is to extend to all cases arising 
under the laws of the United States, upon what ground are we 
to say that cases of this sort, which are eminently “cases arising 
under the laws,” and of a judicial nature, are to be excluded from 
judicial cognisance, and lodged with an executive functionary. 


Again it was for the reasons so brilliantly stated by 
Judge Story that the common law suit against the Collec- 
tor had been invented or sanctioned by the courts in the 
first place. This common law action, of course, was an 
indirect substitute for a suit against the government, 
which could not have been brought at that time. There 
was no statutory authority for it whatever. Yet it was 
sustained by the courts solely because the recovery of an 
illegally collected tax necessarily requires a judicial de- 
termination, exactly contrary to the view expressed in 
Ex parte Bakelite Corporation. 

The same fundamental idea that such controversies 
were necessarily subject to judicial decision caused the 
Supreme Court as late as 1901 to revive and sanction the 
ancient common law action in the famous insular case of 
DeLima v. Bidwell,” a case involving a shipment from 
Porto Rico for which there was no statutory remedy be- 
cause the goods were not imported merchandise. Among 
the distinguished members of the court at that time were 
included Chief Justice Fuller, Justices Harlan, Brewer, 
Brown of Michigan, White and Peckham. They differed 
radically in most of the questions involved in the Insular 
cases, but were all unanimous in reviving the common law 
remedy for such a case where the remedy given for cus- 


12 182 U. S. 1, 21 Sup. Ct. 743, 45 L. ed. 1041 (1900). 
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toms cases by the Customs Administrative Act did not 
apply. The opinion reads: * 


We are all of opinion that this action was properly brought. 


They had previously said: “ 


. . . If there be an admitted wrong, the courts will look far to 
supply an adequate remedy. 


We all desire to preserve our democratic form of gov- 
ernment. In order to do so, we must repair this rent in 
our judicial armor caused by the Bakelite case. The liti- 
gants in the federal courts must be given courts entirely 
independent of both Congress and the Executive, in which 
to litigate all their controversies with the government. 

With prophetic vision before we ever heard of the 
modern corporate state, Woodrow Wilson brought out the 
contrast between such a state and constitutional govern- 
ment as we know it, preserved by independent courts as 
a necessary incident to safeguard the liberties as a free 


people, in his lectures at Princeton in the following lan- 
guage: 

A man is not free through representative assemblies, he is free 
in his own action, in his own dealings with the persons and 
powers about him, or he is not free at all. There is no such 
thing as corporate liberty. Liberty belongs to the individual, 
or it does not exist. 

And so the instrumentalities through which individuals are 
afforded protection against the injustice or the unwarranted ex- 
actions of government are central to the whole structure of a 
constitutional system. From the very outset in modern consti- 
tutional history until now it has invariably been recognized as 
one of the essentials of constitutional government that the indi- 
vidual should be provided with some tribunal to which he could 
resort with the confident expectation that he should find justice 
there, not only justice as against other individuals who have dis- 
regarded his rights or sought to disregard them, but also justice 
against the government itself, a perfect protection against all 
violations of law. Constitutional government is par excellence a 
government of law. 


13 [bid at 180. 
14 [bid. at 176. 
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Slum clearance legislation, providing administrative 
procedure in varying degrees of adequacy, has been on the 
statute books of practically every state in the country for 
many years.’ Such legislation generally authorizes mu- 
nicipal, county or state officers to require the repair, clos- 
ing or demolition of buildings which are dangerous, un- 
safe, insanitary, dilapidated, unfit for human habitation 
or detrimental to the public welfare. 

Municipalities usually supplement state legislation by 
enacting ordinances or building codes, and they generally 
place the administrative responsibility for the enforce- 
ment of the slum clearance statute, if the state law has 
not already done so, in the inspector of buildings, the 
health officer, the fire or police commissioner, the board 
of health or the department of buildings of the munici- 
pality. 

In addition to authorizing municipal officials to elimi- 
nate substandard building conditions in their communi- 
ties, state statutes in a number of states* place the admin- 
istrative responsibility for a state-wide slum clearance 
program in both urban and rural areas, in the state fire 
marshal, the state fire prevention commissioner, the state 
insurance commissioner, the state board of health or the 
state police. 

An examination of slum clearance administrative pro- 
cedure is particularly significant because it is a field of 


state and local activity which has a decidedly early admin- 
istrative history. 


1 Slum clearance legislation has also been enacted for the District of Co- 
lumbia, Hawaii and Puerto Rico. 

2 Alabama, Indiana, Iowa, Louisiana, Maine, Maryland, Minnesota, Montana, 
Nebraska, North Dakota, Oregon, Pennsylvania, South Carolina, South 
Dakota, Tennessee, Texas, Vermont and Washington. 
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Although the recent report issued by the Attorney Gen- 
eral’s Committee on Administrative Procedure * is based 
on a study of federal administrative agencies, many of the 
recommendations contained in the report are very petti- 
nent to slum clearance proceedings, and, accordingly, the 
report is utilized in this paper, for comparative purposes, 
in connection with the consideration of the several phases 
of slum clearance administrative procedure. The Attor- 
ney General’s Committee report presents an excellent and 


very useful synthesis of improved administrative prac- 
tices. 


LEGISLATION HELD CONSTITUTIONAL 


State legislation and municipal charter provisions, ordi- 
nances and resolutions authorizing state or municipal 
officials to exercise the police power for the elimination 
of slum conditions have been held constitutional by the 
courts of highest appeal in twenty states.* In the few 


3 ADMINISTRATIVE PROCEDURE IN GOVERNMENT AGENCIES, SEN. Doc. No. 8, 
77th Cong., Ist Sess. (1941). 


4 Ferguson v. City of Selma, 43 Ala. 398 (1869); Birch v. Ward, 200 Ala. 
118, 75 So. 566 (1917); Harvey v. Dewoody, 18 Ark. 252 (1856); Porter v. 
City of Lewiston, 41 Idaho 324, 238 Pac. 1014 (1925); Polsgrove v. Moss, 
154 Ky. 408, 157 S. W. 1133 (1913); Security Ins. Co. v. Rosenberg, 227 Ky. 
314, 12 S. W. (2d) 688 (1928); Monteleone v. Royal Ins. Co. of Liverpool 
and London, 47 La. Ann. 1563, 18 So. 472 (1895); City of New Orleans v. 
Ricker and Beck, 137 La. 843, 69 So. 273 (1915); City of New Orleans 
v. Beck, 139 La. 595, 71 So. 883 (1916); Swett v. Sprague, 55 Maine 190 
(1867) ; Commonwealth v. Roberts, 155 Mass. 281, 29 N. E. 522 (1892); 
New England Trust Co. v. City of Boston, 300 Mass. 321, 15 N. E. (2d) 255 
(1938); Brady v. Northwestern Ins. Co., 11 Mich. 425 (1863); Larkin v. 
Glens Falls Ins. Co., 80 Minn. 527, 83 N. W. 409 (1900); York v. Hargadine, 
142 Minn. 219, 171 N. W. 773 (1919); Zalk and Josephs Realty Co. v. 
Stuyvesant Ins. Co. of City of New York, 191 Minn. 60, 253 N. W. 8 (1934) ; 
State Fire Marshal v. Sherman, 201 Minn. 594, 277 N. W. 249 (1938); City 
of St. Louis v. Warren Com. & Inv. Co., 226 Mo. 148, 126 S. W. 166 (1910) ; 
City of St. Louis v. Nash, 260 S. W. 985 (Mo., 1924); City of St. Louis v. 
Hoevel Real Estate & Bldg. Co., 332 Mo. 850, 59 S. W. (2d) 617 (1933) ; 
State ex rel. Brooks v. Cook, 84 Mont. 478, 276 Pac. 958 (1929); Horbach 
v. Butler, 135 Neb. 394, 281 N. W. 804 (1938); Cockcroft v. Mitchell, 230 
N. Y. 630, 130 N. E. 961 (1921); Health Dept. of City of New York v. 
Rector, etc., of Trinity Church in City of New York, 145 N. Y. 32, 39 N. E. 
833 (1895); Tenement House Dept. of City of New York v. Moeschen, 179 
N. Y. 325, 72 N. E. 231 (1904), aff'd without opinion, 203 U. S. 583 (1906) ; 
Adamec v. Post, 273 N. Y. 250, 7 N. E. (2d) 120 (1937); Runge v. Glerum, 
37 N. D. 618, 164 N. W. 284 (1917); Russell v. City of Fargo, 28 N. D. 300, 
148 N. W. 610 (1914); Calkins v. Ponca City, 89 Okla. 100, 214 Pac. 188 
(1923); Daniels v. City of Portland, 124 Ore. 677, 265 Pac. 790 (1928) ; 
Gow Why v. City of Marshfield, 138 Ore. 167, 5 P. (2d) 696 (1931); Har- 
rington v. Bd. of Aldermen of City of Providence, 20 R. I. 233, 38 Atl. 1 
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states in which adverse decisions have been rendered by 
the courts of highest appeal, the court opinion usually 
held either that the ordinance or resolution enacted was 
not authorized by the municipal charter or general state 
legislation,’ that an adequate legislative standard was not 
provided with regard to the actions of the municipal offi- 
cer,° that the municipal officer did not observe the requi- 
site administrative procedure in the exercise of his author- 
ity,’ or that no statutory provision was made for a court 
to determine the sufficiency of the evidence considered by 
the state fire marshal in issuing his order.® 

In the leading case of Adamec v. Post,’ the New York 
Court of Appeals upheld the constitutionality of the 


(1897) ; Jackson vy. Bell, 143 Tenn. 452, 226 S. W. 207 (1920); Theilan 
v. Porter, 82 Tenn. (14 Lea) 622 (1885); Hamburg-Bremen Fire Ins. Co. 
v. Garlington, 66 Tex. 103, 18 S. W. 337 (1886); Defferari v. City of Gal- 
veston, 208 S. W. 188 (Tex. Civ. App. 1919), writ of error denied by Tex. 
Supr. Ct. (1919); City of Seattle v. Hinckley, 40 Wash. 468, 82 Pac. 747 
(1905) ; and Davison v. City of Walla Walla, 52 Wash. 453, 100 Pac. 981 
(1909). See also Rutherford v. Royal Ins. Co., Ltd., 12 F. (2d) 880 (C. C. A., 
4th, 1926). 

5 Malone v. City of Quincy, 66 Fla. 52, 62 So. 922 (1913); City of St. Louis 
v. J. E. Kaime & Bro. Real Estate Co., 180 Mo. 309, 79 S. W. 140 (1904); 
Crossman v. City of Galveston, 112 Tex. 303, 247 S. W. 810 (1923); and 
Frank v. City of Atlanta, 72 Ga. 428 (1884). 

6 Rowland v. State ex. rel. Martin, 176 So. 545 (Fla. 1937); City of Evans- 
ville v. Miller, 146 Ind. 613 (1897); Lux v. Milwaukee Mechanics’ Ins. Co., 
322 Mo. 342, 15 S. W. (2d) 343 (1929); and Crossman v. City of Galveston, 
supra note 5. 

7 McLean v. City of Ft. Smith, 185 Ark. 582, 48 S. W. (2d) 228 (1932) ; 
Pruden v. Love, 67 Ga. 190 (1881); Vanderhoven v. City of Rahway, 120 
N. J. L. 610, 1 A. (2d) 303 (1938); and Hill Military Academy v. City of 
Portland, 152 Ore. 272, 53 P. (2d) 55 (1936). 

8 People ex rel. Gamber v. Sholem, 294 Ill. 204, 128 N. E. 377 (1920); and 
State v. Keller, 108 Neb. 742, 189 N. W. 374 (1922). Strong dissenting opin- 
ions in the Sholem case pointed out that the court testing the validity of the 
statute was not precluded from examining and determining the sufficiency of 
the evidence considered by the state fire marshal, and the constitutionality of 
the statute should accordingly have been sustained. The constitutionality of 
the state fire marshal statutes was not questioned in the following four cases 
in which state courts held the orders of fire marshals invalid: State Fire 
Marshal v. Fitzpatrick, 149 Minn. 203, 183 N. W. 141 (1921); Town of Ports- 
mouth v. Snell, 8 N. H. 338 (1836) ; Liuzza v. Simms, 154 La. 339, 97 So. 
470 (1923); and Nichols Electric Co., Inc. v. Fienberg, 101 Vt. 99, 141 Atl. 
679 (1928). In the latter three cases the state courts held the orders of the 
fire marshals invalid because of the lack of adequate notice before the issuance 
of the orders. 

® Supra note 4. The Court of Appeals followed two earlier decisions sustain- 
ing the constitutionality of statutes authorizing the exercise of the police power 
by municipal officers to require improvements in the condition of tenement 
houses. Health Dept. of New York v. Rector, etc., of Trinity Church in 
City of New York; and Tenement House Dept. of City of New York v. 
Moeschen, both supra note 4. 
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Multiple Dwelling Law of the State. This New York 
statute provides that buildings used as multiple dwell- 
ings, though erected prior to 1901 in accordance with the 
requirements of the laws of the State which were then in 
force, must now comply with new requirements and 
higher standards enacted by the legislature for the safety 
and health of both those who may live in these houses and 
the people of the State. Whenever any dwelling is in a 
condition or in effect dangerous to life or health, the New 
York City Department of Housing and Buildings is 
authorized to declare that the dwelling is a public nui- 
sance and to order it to be cleansed, repaired, suspended 
or removed. If such an order is not complied with, it 
may be executed by the Department. 

The observation made by the Supreme Court of Penn- 
sylvania a few years ago aptly expresses the general opin- 
ion of state courts that slum clearance is a valid govern- 
mental function: “The elimination of unsafe and dilapi- 


dated tenements is a legitimate object for the exercise of 
the police power . . . the veriest tyro in the study of 
social conditions knows that the existence of slums is a 
menace to the health and happiness of the community in 


99:10 


which they exist. 


INFORMAL DISPOSITION OF CASES 


The Attorney General’s Committee very properly 
stresses the utmost importance of appreciating the large 
part played by informal procedure in the administrative 
process. It is also true of the field of slum clearance that 
“comparatively few cases flower into controversies in 
which the parties take conflicting positions of such mo- 
ment to them that resort is necessary to the procedure of 
the courtroom.” ™ 

In the usual city slum clearance program, the proper 
city official prepares a chart of the city, showing every 

10 Dornan v. Philadelphia Housing Authority, 331 Pa. 209, 200 Atl. 834, 


841 (1938). 
11 Op. cit. supra note 3, at 35. 
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dwelling of a substandard character. He determines the 
owner or owners of every such dwelling, and informs 
them of the substandard conditions in the dwelling. At 
the same time, he points out the relevant state statute or 
city ordinance which calls for the repair, closing or demo- 
lition of the dwelling because of its dangerous, unsafe or 
unhealthy condition. In the vast majority of instances 
the city official receives full codperation from the owner 
of the dwelling in question. The owner agrees to close 
the dwelling if necessary, repair it if it is not too dilapi- 
dated or demolish it if it is beyond repair. The survey 
of municipal slum clearance practices undertaken by the 
National Institute of Municipal Law Officers in 1938 * 
and reports from housing authorities throughout the coun- 
try to the United States Housing Authority in connection 
with their local programs of slum elimination have re- 
flected this general existence of codperation between own- 
ers of dwellings and city officials charged with the duty 
of eliminating dwelling conditions which are a menace to 
the health, safety and welfare of the inhabitants of the 
city. 

The reason for the excellent degree of codperation 
which exists between city officials carrying out a slum 
clearance program and the owners of substandard dwell- 
ings is easily understood by an examination of the usual 
approach of a city building inspector or a city health 
inspector to the owner of a substandard dwelling. 

The city building inspector merely needs to point out 
that the dwelling in question is a fire-trap, the foundation 
is cracked or crumbling, the stairs are broken or missing, 
the roof is caving in, the walls are leaning or cracking. 
The city health inspector points out that the rooms are 
damp from leaking walls or roof, that there is little air 
or light in the rooms, that there are no toilet or bath 
facilities in the apartment or house, that the dilapidated 


12 DEMOLITION, VACATION OR REPAIR OF SUBSTANDARD BUILDINGS IN CON- 
NECTION WITH HousinGc Procrams, Report No. 37 (June, 1938). 
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toilet facilities available some distance away are shared 
with perhaps a half dozen other families. 

When the owner of a dwelling is faced by the city 
building inspector or the health inspector with a list of 
some of the above unsafe or unhealthy conditions existing 
in his dwelling, he generally realizes that there is no dis- 
pute involved as to the facts, and he is fully willing to 
carry out the recommendations of the city official. 

Accordingly, when we turn to a consideration of the 
instances calling for formal proceedings, we are in reality 
dealing with only a very small percentage of the extensive 
slum clearance program which is constantly being carried 
on by codperative means in communities throughout the 
country. 

HEARING OFFICIAL 


What local official or officials should preside at the 
formal hearing to determine the existence or non-exist- 
ence of substandard conditions in a particular dwelling 


and if such conditions exist, to determine whether the 
dwelling must be repaired, closed or demolished ? 

The Attorney General’s Committee proposed the selec- 
tion of hearing commissioners by means of nominations 
by federal agencies and appointments by the Office of 
Federal Administrative Procedure, which is to be created. 
In this manner it is proposed that initial hearings would 
be held before responsible hearing commissioners sepa- 
rated from the prosecuting or investigating functions of 
agencies. Provision would still be made for final hear- 
ings before agency heads on appeal.”* 

The proposal of the Attorney General’s Committee set- 
ting up responsible hearing commissioners and creating 
the Office of Federal Administrative Procedure is a splen- 
did contribution to the improvement of federal adminis- 
trative procedure. To what extent, however, is this pro- 
posal applicable to slum clearance proceedings? It does 


13 Op. cit. supra note 3, at 43-60. 
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not seem that the creation of an office of administrative 
procedure in most cities, especially in small cities, would 
be warranted. A few large cities, however, might use 
such an office advantageously. An office of administra- 
tive procedure might also be utilized at the state level of 
administrative activity. 

The recommendation of the Attorney General’s Com- 
mittee that judicial determinations should be made only 
by responsible hearing commissioners is fully applicable 
to slum clearance administrative procedure. Minor offi- 
cials should not preside at hearings to determine the exist- 
ence or non-existence of substandard conditions in a dwell- 
ing. The responsible building commissioner or other 
official designated by statute or ordinance should exercise 
this function. 

The form of ordinance proposed by the National Insti- 
tute of Municipal Law Officers a few years ago for adop- 
tion by cities desiring to undertake a program of slum 
elimination suggested that a building inspector be ap- 
pointed to investigate substandard conditions and that a 
building commissioner be appointed to preside at the 
formal hearings held to determine the existence or non- 
existence of substandard conditions.‘ It must be observed 
with regard to such an effort to separate the hearing func- 
tion from the investigating function that, administratively, 
the building inspector is frequently responsible to the 
building commissioner or the two positions are held by 
the same person. The Institute itself, in making its above 
proposal, noted that often the building inspector and the 
building commissioner are one and the same person. 

The mere fact that the city official presiding at the 
hearing is also the administrative chief of the person who 
investigated the existence of the substandard conditions 
in the dwelling in question, or that the investigator and 
the hearing official are one and the same person, cannot be 


14 DEMOLITION, VACATION OR REPAIR OF SUBSTANDARD BUILDINGS IN CoNn- 
NECTION WITH HousING ProcRAMS, Report No. 39 (August, 1938), 3-6, 8. 
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considered as impugning the judicial capacity of such a 
hearing official to make the requisite determination as to 
the existence of substandard conditions in the dwelling. 
State courts examining slum elimination administrative 
procedure have not indicated in any case that either of 
the above situations was a denial of due process of law. 
And cases considered by state courts have often involved 
either one or the other of the above situations.** 


In some cities, the governing body exercises the func- 
tions of a hearing board and adopts an ordinance, if the 
dwelling considered is substandard, requiring the repair, 
closing or demolition of such dwelling, instead of desig- 
nating an administrative officer to hear the case and issue 
the requisite order. The disadvantages of such an ar- 
rangement are obvious. A governing body is frequently 
an unwieldy body to function in a judicial capicity. In 
many cities, it meets only once every two or three weeks or 
even once a month. It has legislative work to do of a 
much more important character than the adoption of an 
ordinance finding that substandard conditions exist in a 
particular dwelling and requiring its elimination. Hear- 
ings properly conducted may take a great deal of time, 
and it is ridiculous to take the time of the entire member- 
ship of the governing body of a city for such a hearing, 
when an administrative officer, skilled and expert in the 
field of housing, could serve as a hearing officer and issue 
the requisite order. 

The proposal of the Attorney General’s Committee for 
an appeal from the decision of the hearing commissioner 
to the agency head should not be followed in slum clear- 
ance administrative proceedings if agency head is inter- 
preted as the mayor, the city manager or the governing 
body of the city. The mayor or the city manager has too 
many other administrative duties to perform. The dis- 
advantages of the utilization of the governing body as an 


15 Supra note 4. 
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appeal board are the same as those already discussed in 
the preceding paragraph. The decision as to the exist- 
ence or non-existence of substandard conditions in a dwell- 
ing should remain with an administrative officer, skilled 
in the field of housing. Of course provision might be 
made for an appeal from one administrative officer to 
another administrative officer or to an administrative 
board, if the size of the city so warrants, but the decision 
of the last administrative officer or board should be final, 
except for judicial review. 

Statutes in two states *° require a court hearing and a 
court judgment, instead of an order of an administrative 
officer, before substandard conditions in a building may 
be ordered eliminated. The many arguments against the 
exercise of administrative functions by the courts are well- 
known and scarcely need to be repeated here. Clearly, 
the determination of the existence or non-existence of sub- 
standard conditions in a building can be made more effec- 
tively by a city building commissioner than a judge in a 
courtroom. Judicial review is always available if de- 
sired by parties adversely affected by an administrative 
order. 

After the determination that substandard conditions 
exist in a dwelling, should such conditions be eliminated 
by the repair, closing or demolition of the dwelling? 

State statutes usually leave the choice of the method of 
elimination to the discretion of the official presiding at 
the hearing, to be determined in accordance with the cir- 
cumstances of the case before him. The validity of such 
legislative provisions has been sustained by state courts.”’ 

In a number of states, statutes expressly direct munici- 
palities to demolish and not to permit the repair of a 
building if it has been damaged by fire, decay or other- 


16 California, Code of Civil Procedure, §731; and New Jersey, Rev. Stat. 
1937, §§ 40: 189-1 to 40: 189-6. 


17 York v. Hargadine, Jackson v. Bell, Gow Why v. City of Marshfield, 


and Birch v. Ward, all supra note 4. Cf. State Fire Marshal v. Fitzpatrick, 
supra note 8. 
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wise to the extent of 30% * or 50% * of the value of the 
building. Ina few other states, municipalities are author- 
ized to fix the percentage amount.” The validity of 
30% * and 50% * statutes and ordinances has been sus- 
tained by state courts. 


NOTICE AND HEARING 


Should notice be given? How should the hearings be 
conducted? 


Few state statutes expressly require notice and hearing 
to be accorded before the issuance of an order by a public 
officer for the repair, closing or demolition of a substand- 
ard building, and most of the statutes requiring notice and 
hearing prior to the issuance of such an order have been 
enacted during the last few years.” 

State courts do not agree with regard to the need for 
notice and hearing to the owner of a building before an 
order is issued by a municipal or state officer requiring the 
repair, closing or demolition of the building. Some state 
courts have stated that such notice and hearing are neces- 
sary, while in some other states, courts have declared 


18 Missouri. 


19 Colorado, Illinois, Minnesota, North Dakota, South Carolina and South 
Dakota. 


20 Louisiana, Mississippi, North Carolina, South Carolina, Tennessee and 
Vermont. 

21 Davison v. City of Walla Walla, supra note 4. See also Hamburg-Bremen 
Fire Ins. Co. v. Garlington, supra note 4. 

22 Larkin v. Glens Falls Ins. Co., supra note 4; Dinneen v. American Ins. 
Co. of City of Newark, N. J., 98 Neb. 97, 152 N. W. 307 (1915); Behrend 
et ux v. Town of Pe Ell, 136 Wash. 364, 240 Pac. 12 (1925); Russell v. City 
of Fargo, supra note 4; and Zalk & Josephs Realty Co. v. Stuyvesant Ins. Co. 
of City of New York, supra note 4. Cf. Bettey v. City of Sidney, 257 Pac. 
1007 (Mont. 1927); and First National Bank of Mt. Vernon v. Sarlls, 129 
Ind. 201, 28 N. E. 434 (1891). 

23 Louisiana, Acts of 1938, no. 275; Mississippi, Gen. Laws of 1938, ch. 337; 
North Carolina, Public Laws of 1939, ch. 287, as amended by Public Laws 
of 1939, ch. 386, and by Public Laws of 1941, ch. 140; South Carolina, Acts 
of 1939, H. B. 387; Tennessee, Public Acts of 1939, ch. 152; and Vermont, 
Public Acts of 1939, no. 238. For earlier statutes, see Maine, Rev. Stat. 1930, 
ch. 26, §36; and Massachusetts, General Laws, ch. 139, §1. 

24 State v. Keller, supra note 8; Vanderhoven v. City of Rahway, supra 
note 7; Rowland v. State ex rel. Martin, supra note 6; Pruden v. Love, supra 
note 7; Hill Military Academy v. City of Portland, supra note 7; Town of 
Portsmouth v. Snell, supra note 8; and Liuzza v. Simms, supra note 8. 
See also New Hampshire Fire Ins. Co. v. Murray, 105 F. (2d) 212 (C. C. A. 
7th, 1939). 
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that notice and hearing are not necessary.” Courts which 
have declared that notice and hearing are not necessary 
have usually pointed out that the owner of a building may 
secure an injunction from the proper court to enjoin the 
public officer from enforcing the order, that the owner 
may set up a defense in a court action undertaken by a 
city to collect a fine from the owner for his non-compli- 
ance with the order or that the owner may sue for money 
damages after the demolition of his building. 


Slum clearance statutes enacted during the past few 
years,” authorizing cities to undertake the elimination of 
substandard dwellings, have generally provided for ade- 
quate notice of a proposed hearing, and such notice is 
given to the owner, every mortgagee of record and others 
having interests of record or being in possession of the 
dwelling. They are afforded an opportunity to appear 
before the city official conducting the hearing and to 
testify with regard to the condition of the dwelling, and 
an order requiring the repair, closing or demolition of 
the dwelling because of substandard conditions is not 
issued until after such hearing.” By providing for such 
notice and hearing, a legislative effort is being made to 
improve slum clearance administrative procedure and 
thereby to lessen the possibility of a court reversal of the 
administrative order. A court is likely to have greater 
respect for an administrative order issued after notice and 
hearing are provided than for an administrative order 
issued without notice and hearing. The provision for 


25 Health Dept. of City of New York v. Rector, etc., of Trinity Church in 
City of New York, Tenement House Dept. of City of New York v. Moeschen, 
Zalk & Josephs Realty Co. v. Stuyvesant Ins. Co. of City of New York, and 
Security Ins. Co. v. Rosenberg, all supra note 4. 


26In Louisiana, Mississippi, North Carolina, South Carolina, Tennessee and 
Vermont. For citations, see supra note 23. 


27 However, when a building is so dilapidated that its walls may topple over 
and injure its inhabitants or passing pedestrians at any moment, obviously 
immediate steps may be taken by the proper city official in the form of a 
summary procedure to vacate and fence off or demolish such building, without 
waiting for notice to be issued or a hearing to be held. See Parker v. Mayor 
and Council of Macon, 39 Ga. 725 (1869), and Russell v. City of Fargo, supra 
note 4. 

















SLUM CLEARANCE PROCEDURE 155 


notice and hearing prior, rather than after, the issuance 
of an order by a city official is in accord with recent 
improvements in general administrative practice, al- 
though it must be observed again, that in view of existing 
practice in slum clearance administrative procedure, the 
failure to provide notice and hearing before the issuance 
of the order of the city official cannot be considered a 
denial of due process of law. 


Where notice is provided, state statutes usually require 
the lapse of 10 to 30 days from the date of notice to the 
date of the hearing before the hearing officer. Extensive 
legislative standards are generally provided, as required 
by state court decisions,” for the guidance of the official 
who determines whether or not substandard conditions 
exist in the dwelling in question. State statutes usually 
require compliance with the order of the public official 
within 10 to 30 days after the issuance of the order. The 
public official is generally authorized by legislation to 
execute the order in the event of non-compliance. 

The Attorney General’s Committee notes that hearing 
officers necessarily acquire special knowledge in their 
sphere of activity, and that they certainly must be permit- 
ted to utilize their special skills and information in the 
course of deciding cases coming before them.” The desire 
for expertness is one of the reasons for the utilization of 
the administrative process. But at the same time, hearing 
officers must not utilize information coming to their atten- 
tion during the course of investigation and which is not 
placed in the record. It is not necessary that such infor- 
mation be recited orally before the officer before he uti- 
lizes it. It is sufficient if it is submitted in writing in the 
form of an exhibit to be incorporated into the record of 
the hearing. The parties appearing before the hearing 
officer are entitled to be apprised of the data upon which 
28 People ex rel. Gamber v. Sholem, supra note 8; City of Evansville v. 


Miller, supra note 6; and Lux v. Milwaukee Mechanics’ Ins. Co., supra note 6. 
29 Op. cit. supra note 3, at 71-73. 
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the officer is acting in making his final decision. They are 
entitled not only to refute but to supplement, explain and 
give different perspective to the facts upon which the 
officer relies. In addition, upon judicial review, the 
court must be informed by the record of the hearing, as 
to what facts were utilized by the officer in order that 
the existence of supporting evidence may be ascertained. 


JUDICIAL REVIEW 


It is clear that the order of a public officer requiring 
the owner of a dwelling to repair, close or demolish it 
because of its substandard condition is subject to judicial 
review. State statutes generally provide that the injunc- 
tion is the remedy to be used by private parties desiring 
to restrain the execution of such an order of a public 
officer. The equity injunction of course is available to 
private parties as a nonstatutory remedy even though it 
is not referred to expressly in the state slum clearance 
statute or the municipal ordinance. A number of state 
statutes * place a limitation of 5 to 60 days as the period 
within which a bill for an injunction may be filed, and 
such statutory limitations may be considered in accord 
with court decisions. In this manner the remedy of inter- 
ested parties may be limited, and after the lapse of the 
stipulated period of days, the administrative officer may 
proceed with the execution of the order against a dwell- 
ing without any fear of a court reversal of the order of the 
hearing officer. 

A petition for certiorari and supersedeas to be filed with 
the court of the county is provided in the state fire pre- 
vention statute of Tennessee, as the remedy of an owner 
or occupant of a building who feels himself aggrieved by 
an order issued by a state officer under this act.” 

The potentialities of declaratory judgments, indicated 

80In Alabama, Indiana, Iowa, Louisiana, Massachusetts, Minnesota, Mon- 


tana, Nebraska, North Carolina, North Dakota, New Mexico, Pennsylvania, 
South Carolina, South Dakota, Tennessee and Vermont. 


31 Michie’s Code of 1938, § 5694. See Jackson v. Bell, supra note 4. 
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by the Attorney General’s Committee,” might be devel- 
oped advantageously in slum clearance proceedings. 
Occasionally an administrative officer hesitates to execute 
an order requiring the demolition of a substandard build- 
ing because of the possibility that a court upon reviewing 
the order, might decide that the order was invalidly issued 
and the demolition of the building was an illegal and 
unwarranted act.” 

Where there is reasonable doubt in the mind of the 
administrative officer with regard to the validity of the 
order, he could try to secure a declaratory judgment from 
the proper court, if legislation so permitted, before pro- 
ceeding with the execution of the order requiring the 
demolition of the building. Of course it would be ex- 
tremely frustrating to an effective slum clearance program 
in a community if an administrative officer rushes to a 
court for a declaratory judgment every time an order is 
issued requiring the demolition of a building. The 
declaratory judgment should be used sparingly, and its 
abuse would undoubtedly be restrained by the courts. It 
is a useful remedy that could be utilized advantageously, 
particularly in communities where existing demolition 
proceedings have not as yet been tested in the courts. 

Statutes recently enacted * to provide slum clearance 
administrative procedure, usually declare that the find- 
ings of a public officer as to facts, if supported by evidence, 
shall be conclusive.*” The Attorney General’s Committee 
indicates that this language is sufficient.** 


ASSESSMENT OF EXPENSES AGAINST PROPERTY 


The expense incurred by municipal or state officers in 
the repair, closing or demolition of buildings is generally 


32 Op. cit. supra note 3 at 81. 

88 See Moll Co. v. Holstner, 252 Ky. 249, 67 S. W. (2d) 1 (1934). Cf. New 
England Trust Co. v. City of Boston, supra note 4. 

34Tn Louisiana, Mississippi, South Carolina and Tennessee. For citations, 
see supra note 23. 

35 See Horbach v. Butler, Calkins v. Ponca City (1923); and State ex rel. 
Brooks v. Cook, all supra note 4. See also New Hampshire Fire Ins. Co. v. 
Murray, supra note 24. 

36 Op. cit. supra note 3, at 87-92. 


3 
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assessed against the property upon which such expense is 
incurred. Such expense usually constitutes by statute 
a lien* or a special tax or assessment* against such prop- 
erty. In some instances, state statutes merely declare that 
the repair, closing or demolition of an unfit building is at 
the expense of the owner of the property.** These statutes 
are similar to nuisance statutes which generally provide 
that the abatement of a nuisance by municipal, county or 
state officers is at the cost of the owner of the property 
upon which the nuisance existed. 

The validity of statutes and municipal charters author- 
izing municipal or state officers to repair, close or demol- 
ish substandard buildings at the expense of their owners “ 
and to secure such expense by a lien against the property 
upon which such expense was incurred “ or to tax such 
property for the expense,” has been sustained by state 
courts. 

In the case of Central Savings Bank v. City of New 
York,” the New York Court of Appeals a few years ago 
reiterated its holding in the ddamec v. Post case“ that if 
the owner of a tenement refused to make required altera- 
tions, New York City was authorized to make them and 
to have a lien upon the property for the cost incurred by 
it. In the Central Savings Bank case, the court pointed 
out that such a lien was, however, subject to prior mort- 


37 In Alabama, Louisiana, Massachusetts, Mississippi, Montana, New Jersey, 
New Mexico, New York, North Carolina, South Carolina, Tennessee, Vermont 
and West Virginia. 

38 In Colorado, Idaho, Iowa, Kansas, Maine, Michigan, Minnesota, Ne- 
braska, South Dakota, Texas and Wyoming. 

388In Connecticut, Delaware, Indiana, Kentucky, Louisiana, Maine, Mas- 
sachusetts, Mississippi, New Hampshire and Rhode Island. 

#0 Ferguson v. City of Selma, supra note 4. 

41 Jackson v. Bell, supra note 4; City of Nashville v. Weakley, 170 Tenn. 
278, 95 S. W. (2d) 37 (1936); and Adamec v. Post, supra note 4. 

42 Sheaff v. Kansas City, 119 Kan. 726, 241 Pac. 439 (1925). 

43 279 N. Y. 266, 18 N. E. (2d) 151 (1938), rehearing 280 N. Y. 9, 19 N. E. 
(2d) 659 (1939), cert. den., 306 U. S. 661, 59 Sup. Ct. 487, 83 L. ed. 1062 
(1939). In denying the petition of the City of New York for a writ of 
certiorari, the U. S. Supreme Court gave as its reason that the judgment 
sought to be reviewed rested upon a non-federal ground adequate to sup- 
port it. 

44 Supra note 4. 
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gages as well as being subject to taxes and assessments 
against the property. 


CONCLUDING STATEMENT 


Slum clearance administrative procedure follows the 
observations and recommendations of the Attorney Gen- 
eral’s Committee in several respects. The extensive use 
of informal procedure in connection with the elimination 
of substandard buildings is fully in conformity with the 
observation of the Committee in this regard. The recom- 
mendation of the Committee that only responsible hear- 
ing commissioners should preside at formal hearings is 
certainly applicable to slum clearance hearings. But the 
proposed plan of the Committee for the creation of an 
office of administrative procedure does not seem to be 
applicable to slum clearance administrative procedure in 
most cities, although it might be utilized in large cities 
and in state slum clearance administrative procedure. The 
arguments presented in this paper for the substitution of 
an administrative officer for the governing body of a city 
to hear testimony and to determine the existence or non- 
existence of substandard conditions in a building may be 
considered as in accord with the opinion of the Commit- 
tee. Similarly, the position taken in this paper that 
administrative hearings should replace initial court pro- 
ceedings for the issuance of an order for the elimination 
of a slum building is in accord with the attitude of the 
Committee. 

The Committee considers the issuance of a notice and 
the holding of a hearing as requisite administrative proce- 
dure before the issuance of an order requiring specified 
action on the part of private parties. However, in view 
of existing state statutory provisions and state court deci- 
sions, notice and hearing cannot be considered as requi- 
site prior to the issuance of an order requiring the elimi- 
nation of substandard conditions in a building. But of 
course this paper takes the position that notice and hear- 
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ing prior to the issuance of such an order is desirable and 
would be in accord with improved administrative prac- 
tice. Slum clearance administrative procedure follows 
the usual practice of providing for judicial review of the 
order of a public officer. 

Although slum clearance legislation has been enacted 
in practically every state in the country, the administra- 
tive machinery provided is not adequate in many of the 
states. Additional state legislation, setting forth adminis- 
trative machinery in accord with improved administra- 
tive practices, should be enacted in such states. In states 
where adequate laws have already been enacted, authoriz- 
ing municipalities to undertake a slum clearance program, 
many municipalities have failed to establish adequate or 
effective administrative machinery to effectuate the pro- 
visions of the state statutes. Requisite ordinances should 
be adopted in such municipalities. 

Administrative procedure is being improved in many 
fields of governmental activity, and the Attorney Gener- 
al’s Committee has brought the many phases of such 
developments to the forefront. Many of these develop- 
ments may be incorporated with advantage in both state 
legislation and municipal ordinances to provide improved 
slum clearance administrative procedure. 





RESTORATION OF PATENT RIGHTS AFFECTED 
BY WAR, THE NOLAN ACT* 


LOTHAR MICHAELIS anp WILBUR A. SCHAICH 


It is a principle of international law that the right of belligerents 
to adopt means of injuring the enemy is not unlimited. This prin- 
ciple has been recognized in Article 22 of the Convention signed at 
the Hague on October 18, 1907. It is especially forbidden to declare 
abolished, suspended, or inadmissible in a court of law the rights and 
actions of the nationals of the hostile party.2 Even if these prin- 
ciples were applied without exceptions there are still many rights 
of individuals which are seriously affected and hampered during 
times of war.* Considering only the field of patent rights substantial 
difficulties arise during hostilities. They result not only from the 
acts of the hostile party, but still more from the laws and regula- 
tions of an inventor’s own country which, for instance, may place 
restrictions on the inventor’s right to file his invention abroad‘ or 
to forward money to other countries in order to pay the required 
annual fees for maintaining a patent in force. Personal disability of 
the inventor resulting from actual service with the armed forces or 
from injuries inflicted during such service may also prevent in- 
ventors from taking the necessary steps for obtaining patent pro- 
tection or maintaining their patents in force. Another serious 
handicap is the interruption of communication between the bellig- 
erent countries as well as with neutral countries. Thus, due to loss 
in the mails or delays caused by censorship, even citizens of neutral 
countries may not always be able to secure the desired patent 
protection. 

Recognizing the detrimental influence of the war on patent rights 
and the insufficiency of temporary relief measures enacted in some 

* This article was completed prior to the introduction of H. R. 5534 (77th 
Congress) of Aug. 8, 1941, relating to the filing of applications for patents 


for defense inventions. 

1 36 Stat. 2277 (1907), 12 F. C. A. 575 (1938). 

2 Td. art. 23 (h). 

3 The German Supreme Court held that the International Convention for the 
Protection of Industrial Property remained in force during the world war, 85 
Entscheidungen des Reichsgcrichts in Zivilsachen 374 (1914); Hupson, CAsEs 
ON INTERNATIONAL LAw (1936) 902. Austria also held that the International 
Convention was not abrogated, Blatt fiir Patent-, Muster- und Zeichenwesen 
(1917) 46. On the other hand, Japan held that it was suspended during the 
war, td. (1915) 234, 32 La Propriété Industrielle (1916) 25. See also Lapas, 
THE INTERNATIONAL PROTECTION OF INDUSTRIAL Property (1930) 720. Article 
286 of the Treaty of Versailles, 3 U. S. TrEatrESs AND Conventions 3452, pre- 
supposed the suspension of the Convention and made special provisions for its 
reéstablishment. 

Compare Presidential Proclamation No. 2465 of March 4, 1941 relating to 
export control, 9 U. S. L. W. 2524. 
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ing prior to the issuance of such an order is desirable and 
would be in accord with improved administrative prac- 
tice. Slum clearance administrative procedure follows 
the usual practice of providing for judicial review of the 
order of a public officer. 

Although slum clearance legislation has been enacted 
in practically every state in the country, the administra- 
tive machinery provided is not adequate in many of the 
states. Additional state legislation, setting forth adminis- 
trative machinery in accord with improved administra- 
tive practices, should be enacted in such states. In states 
where adequate laws have already been enacted, authoriz- 
ing municipalities to undertake a slum clearance program, 
many municipalities have failed to establish adequate or 
effective administrative machinery to effectuate the pro- 
visions of the state statutes. Requisite ordinances should 
be adopted in such municipalities. 

Administrative procedure is being improved in many 
fields of governmental activity, and the Attorney Gener- 
al’s Committee has brought the many phases of such 
developments to the forefront. Many of these develop- 
ments may be incorporated with advantage in both state 
legislation and municipal ordinances to provide improved 
slum clearance administrative procedure. 
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of individuals which are seriously affected and hampered during 
times of war.* Considering only the field of patent rights substantial 
difficulties arise during hostilities. They result not only from the 
acts of the hostile party, but still more from the laws and regula- 
tions of an inventor’s own country which, for instance, may place 
restrictions on the inventor’s right to file his invention abroad‘ or 
to forward money to other countries in order to pay the required 
annual fees for maintaining a patent in force. Personal disability of 
the inventor resulting from actual service with the armed forces or 
from injuries inflicted during such service may also prevent in- 
ventors from taking the necessary steps for obtaining patent pro- 
tection or maintaining their patents in force. Another serious 
handicap is the interruption of communication between the bellig- 
erent countries as well as with neutral countries. Thus, due to loss 
in the mails or delays caused by censorship, even citizens of neutral 
countries may not always be able to secure the desired patent 
protection. 

Recognizing the detrimental influence of the war on patent rights 
and the insufficiency of temporary relief measures enacted in some 


* This article was completed prior to the introduction of H. R. 5534 (77th 
Congress) of Aug. 8, 1941, relating to the filing of applications for patents 
for defense inventions. 

1 36 Stat. 2277 (1907), 12 F. C. A. 575 (1938). 

2 Id. art. 23 (h). 

3 The German Supreme Court held that the International Convention for the 
Protection of Industrial Property remained in force during the world war, 85 
Entscheidungen des Reichsgerichts in Zivilsachen 374 (1914); Hupson, CAsEs 
ON INTERNATIONAL LAw (1936) 902. Austria also held that the International 
Convention was not abrogated, Blatt fiir Patent-, Muster- und Zeichenwesen 
(1917) 46. On the other hand, Japan held that it was suspended during the 
war, id. (1915) 234, 32 La Propriété Industrielle (1916) 25. See also Lapas, 
THE INTERNATIONAL PROTECTION OF INDUSTRIAL Property (1930) 720. Article 
286 of the Treaty of Versailles, 3 U. S. TrEatrEs AND Conventions 3452, pre- 
supposed the suspension of the Convention and made special provisions for its 
reéstablishment. 


*Compare Presidential Proclamation No. 2465 of March 4, 1941 relating to 
export control, 9 U. S. L. W. 2524. 
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countries during the last war,5 the Treaty of Versailles of June 28, 
1919, provided for the restoration and other relief measures con- 
cerning patent rights.* As this treaty was to be binding only between 
the signatory countries and did not apply to the rights of neutrals, 
the Berne Agreement of June 30, 1920,” was concluded which con- 
tained similar provisions and included the neutral countries. The 
United States did not ratify the Treaty of Versailles nor did this 
country become a party to the Berne Agreement. In order to meet 
the situation that resulted from nonratification of the Treaty of Ver- 
sailles and to protect the interests of American inventors and manu- 
facturers in their foreign patent rights* the Nolan Act of March 3, 
1921,° was enacted which provided for rights and advantages similar 
to those stipulated under the Treaty of Versailles and the Berne 
Agreement. Under the terms of the Berne Agreement it was neces- 
sary, in view of its reciprocity provisions, that this country give 
prior to March 31, 1921, to foreign inventors substantially the 
same benefits as provided in that agreement. This accounts for the 
fact that the Nolan Act was drafted along the lines of the Berne 
Agreement and passed rather hastily as appears from the CoNnGrEs- 
SIONAL RecorD and the Protocot of the hearing before the House 
Committee on Patents. 


The present European war has again disturbed free intercourse 
in patent rights and prevented inventors from obtaining adequate 
protection in other countries. It is believed that it will again become 
necessary to enact special legislation after the present war in order 
to protect inventors who, on account of the war conditions, were 
unable to obtain adequate protection in this country and to secure 
similar rights to our inventors in foreign countries. It, therefore, 
appears justifiable to consider the experience obtained under the 
emergency measures enacted after the last war, to suggest possible 
changes, and to invite a discussion at this time. 


5 35 La Propriété Industrielle (1919) 99. 


6 Treaty of Versailles, 3 U. S. TREATIES AND CONVENTIONS 3329, especially 
articles 306-311 of Part X, id. at 3479-3483 (1919) JourNaAL oF THE PATENT 
OrrFice Soctety 597-604. 


736 La Propriété Industrielle (1920) 73. 


8 66th Cong. 3d Sess., 1921, H. R. 15,662 pp. 3582-3583 (House) and pp. 3737- 
3739 (Senate). According to 295 O. G. 678 “many thousands of applications and 
patents in foreign countries owned by Americans, involving millions of dollars 
in value, have been saved” under the reciprocal provisions of the Nolan Act. Up 
to the end of 1921 somewhat over 1200 applications of foreign inventors, filed 
in this country, have received the benefit of the Nolan Act according to the same 
source, but the total number of applications that received benefits under the Act 
was probably much larger as the Act had not to be relied upon expressly. 


®41 Stat. 1313 (1921); 35 U. S. C. §§ 80-87 (1934) ; 284 O. G. 382. 
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The Act of March 3, 1921,?° usually referred to as the Nolan Act 
after its sponsor in Congress, contains eight sections which may be 
summarized as follows: Sections 1 and 2 and the similar provisions 
of the Berne Agreement were intended to remove as far as possible 
the disabilities to which inventors were subjected in consequence of 
the war. For this purpose, Section 1 extended the rights of priority 
for filing applications under R. S. 4887 for six months on a reci- 
procity basis, but preserving bona fide acquired intervening rights 
and protecting the government from infringement suits on patents 
thus granted. Section 2 extended the time for the payment of any 


10 Sections 1, 2, and 3 read as follows: 


“Section 1. The rights of priority provided by § 4887 of the Revised Statutes, 
for the filing of applications for patent for invention and designs, which rights 
had not expired on the Ist day of August, 1914, or which rights have arisen 
since the Ist day of August, 1914, shall be, and the same are hereby, extended 
until the expiration of a period of six months from the passage of this Act in 
favor of the citizens of the United States or citizens or subjects of all coun- 
tries which have extended, or which now extend, or which within said period of 
six months shall extend substantially reciprocal privileges to citizens of the 
United States, and such extension shall apply to applications upon which 
patents have been granted, as well as to applications now pending or filed within 
the period herein: Provided, That such extension shall in no way furnish a basis 
of claim against the government of the United States: Provided further, That 
such extension shall in no way affect the right of any citizen of the United 
States, who, before the passage of this Act, was bona fide in possession of any 
rights in patents or applications for patent conflicting with rights in patents 
granted or validated by reason of such extension, to exercise such rights by 
itself or himself personally, or by such agents, or licensees, as derived their 
rights from it, or him, before the passage of this Act, and such persons shall 
not be amenable to any action for infringement of any patent granted or vali- 
dated by reason of such extension. 

“A patent shall not be refused on an application coming within the provisions 
of this Act, nor shall a patent granted on such application be held invalid by 
reason of the invention having been patented or described in any printed publi- 
cation or in public use or on sale in the United States prior to the filing of the 
application, unless such patent or publication or such public use or sale was 
prior to the filing of the foreign application upon which the right of priority is 
based. 

“Section 2. The time now fixed by law for the payment of any fee or for 
the taking of any action with respect to an application for patent, which time 
had not expired on August 1, 1914. or which commenced after August 1, 1914, 
is hereby extended until the expiration of one year from the passage of this Act, 
without the payment of extension fees or other penalty in favor of the citizens 
or subjects of countries which have extended, now extend, or shall extend during 
a period of one year from the passage of this Act substantially reciprocal privi- 
leges to citizens of the United States: Provided, That no extension herein shall 
confer such privileges on the citizens or subjects of a foreign country for a 
longer term than the term during which such privileges are conferred by such 
foreign country on the citizens of the United States, but nothing in this Act 
shall give any right to reopen interference proceedings where final hearing before 
the examiner of interferences has taken place. 

“Section 3. No patent granted or validated by reason of the extensions pro- 
vided for in §§ 1 and 2 of this Act shall abridge or otherwise affect the right 
of any citizen of the United States. or his agent or agents, or his successor in 
business to continue any manufacture, use, or sale commenced before the passage 
of this Act by such citizen, nor shall the continued manufacture, use, or sale by 
such citizen, or the use or sale of the devices resulting from such manufacture 
or use constitute an infringement.” 
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fee and for taking other actions for one year on a reciprocity basis, 
but denying the right to reopen interference proceedings. Section 3 
preserves the rights of any citizen of the United States to continue 
any use of the invention commenced before the passage of the Act. 
Sections 4-8 are of comparative minor importance and relate to 
special situations. Sections 4 and 5 are supplementary in reference 
to the filing of applications signed by an agent or executed before 
a foreign consul. Section 6 provides for the protection of those 
persons who served abroad during the war with either the civil or 
military branches of the government and gives them the same rights 
of priority with respect to their inventions as if they had been made 
in the United States and extends the time for this protection for six 
months from the passage of the Act.’* Section 7 protects the gov- 
ernment from any action by an alien enemy regarding the use of 
any patented invention owned in whole or in part by such alien and 
used by the government during the war. Section 8 provides that 
previous authority over alien-enemy patents shall not be affected. 
Before considering in detail the decisions of our courts which 
relate to the Nolan Act it is deemed advisable to compare this Act 
with the corresponding provisions of the Treaty of Versailles and of 
the Berne Agreement, since it was modelled after these interna- 
tional arrangements to secure protection thereunder to American 


inventors under their reciprocity provisions. 

Article 308 of the Treaty of Versailles’? and the almost identical 
article 1 of the Berne Agreement relate to the extension of the 
rights of priority for six months and correspond to section 1 of 
the Nolan Act. In addition to such extensions these international 
arrangements also provide for the protection of the rights of those 


11 No protection of intervening rights was provided with respect to patents 
granted under this section. 
See also Act of May 31, 1928, 371 O. G. 778. 


12 Article 308 of the Treaty of Versailles, supra note 6, reads as follows: 

“The rights of priority, provided by article IV of the International Conven- 
tion for the Protection of Industrial Property of Paris, of the 20th March, 1883, 
revised at Washington in 1911 or by any other Convention or Statute, for the 
filing or registration of applications for patents or models of utility, and for 
the registration of trade-marks, designs and models which had not expired on the 
lst August, 1914, and those which have arisen during the war, or would have 
arisen but for the war, shall be extended by each of the High Contracting Par- 
ties in favor of all nationals of the other High Contracting Parties for a period 
of six months after the coming into force of the present Treaty. 

“Nevertheless, such extensions shall in no way affect the right of any of the 
High Contracting Parties or of any person who before the coming into force 
of the present Treaty was bona fide in possession of any rights of industrial 
property conflicting with rights applied for by another who claims rights of 
priority in respect of them, to exercise such rights by itself or himself per- 
sonally, or by such agents or licensees as derived their rights from it or him 
before the coming into force of the present Treaty; and such persons shall not 
be amenable to any action or other process of law in respect of infringement.” 
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who were “bona fide in possession of any rights of industrial prop- 
erty conflicting with rights applied for” under the Treaty. The 
Nolan Act substituted for the term “rights of industrial property” 
the more definite “rights in patents or applications for patents” thus 
avoiding the doubt which arose in some of the European countries 
whether or not applications were also protected.1* The second para- 
graph of section 1 of the Nolan Act is not found in the Treaty of 
Versailles or the Berne Agreement. It had obviously the purpose of 
defining the extent of the rights of priority provided by R. S. 4887 
on applications filed under the Nolan Act and of removing the bar 
of R. S. 4886 and R. S. 4887 from applications and patents receiv- 
ing the benefits of the Act. 

Article 307 (1) of the Treaty of Versailles relates to an extension 
of one year in order “to accomplish any act, fulfil any formality, pay 
any fees, and generally satisfy any obligation prescribed by the laws 
or regulations of the respective states relating to the obtaining, pre- 
serving, or opposing rights to, or in respect of, industrial prop- 
erty . . .” without, however, conferring the rights to reopen 
interference proceedings in the United States. It corresponds to 
section 2 of the Nolan Act and, except for the provision with regard 
to interference proceedings, also to article 2, paragraph 1, of the 
Berne Agreement. It may be noted that neither the Nolan Act nor 
the Berne Agreement extend the time for opposing patent rights. 

Article 307 (2) of the Treaty of Versailles provided that the 
rights revived under article 307 (1) should be subject to “such 
conditions as each Allied or Associated Power may deem necessary 
for the protection of persons who have manufactured or made use 
of the subject matter of such property while the rights had lapsed,” 
but did not make express provisions for the protection of such third 
persons. Such conditions were incorporated in article 2, paragraph 2 
of the Berne Agreement which provided that the revival of lapsed 
rights should preserve the rights which third persons had bona fide 
in the subject of the patents. Section 3 of the Nolan Act made a 
similar provision for the protection of citizens of the United States 
who had used the invention prior to the passage of the Act. In 
contradistinction to the Berne Agreement and to section 1 of the 
Nolan Act the bona fide requirement is not found in section 3. This 
section differs in another essential respect from article 2, para- 
graph 2, of the Berne Agreement inasmuch as it reserves the rights 
of the intervening user not only with regard to rights revived under 
section 2, or article 2, paragraph 1 of the Berne Agreement, but 
also with regard to patents granted under section 1. Accordingly, 


13 Jsay, Das Patentgesetz, (4th ed. 1926) 629. 
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intervening rights obtain a wider protection under the Nolan Act 
than under the international arrangements. 

As a result of the different language of the Nolan Act the fol- 
lowing result seems to necessarily follow from the provisions of 
sections 1-3 of the Nolan Act as far as American citizens are con- 
cerned: If the American citizen had used the invention affected 
by the Act or had commenced to use it prior to the Act he has the 
right to continue his use in view of section 3; if he had made bona 
fide an invention for which somebody else was claiming priority 
under section 1 and had filed an application but had not actually 
used that invention he is protected in his rights by the proviso of 
section 1 of the Nolan Act. If the American inventor filed an appli- 
cation for his invention and also used it, he is protected by both 
section 1 and section 3. The rights which are preserved to American 
citizens under these two sections appear to be different in nature 
in view of the express provisions of the two sections. Such different 
treatment seems justified in view of the different situations which 
were to be remedied by the extensions granted to foreign inventors 
under sections 1 and 2 of the Nolan Act and articles 1 and 2 of the 
Berne Agreement. A consideration of sections 1 and 2 will show 
the different nature of the rights given to the foreign inventor under 
these sections and indicate why different restrictions should apply 
in each case. 

Section 1 deals with the right of priority for the filing of new 
applications which would have been barred under the provisions of 
R. S. 4886 and R. S. 4887.'* It also applied such extension of 
priority to patents and applications already filed, which as a practical 
matter would have been invalid except for the provisions of sec- 
tion 1. To be sure, the rights of the foreign inventors affected by 
this section were newly created with retroactive effect of over seven 
years in some cases. In the absence of intervening rights such ex- 
tensions can be fully justified in order to remove the disabilities 
resulting from the war conditions. A different consideration must, 
however, apply where intervening rights of American citizens come 
into existence. Apart from the question of constitutionality under 
the Fifth Amendment it would appear inequitable if the newly 
created rights on the basis of a retroactive grant of priority rights 
should prevail over bona fide acquired patents of domestic inventors. 
Instead of denying the extension of priority rights where they 
conflicted with bona fide acquired rights, the Nolan Act merely 
provided “that such extension shall in no way affect the rights of 
any citizen of the United States, who, before the passage of this 


1416 Stat. 201 (1870) 35 U.S. C. §§ 31 & 32 (1934). 
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Act, was bona fide in possession of any rights in patents or appli- 
cations for patent conflicting with rights in patents granted or vali- 
dated by reason of such extension, to exercise such rights . . .” 
From this broad language it would appear that, where the interven- 
ing rights were rights in patents or applications based on bona fide 
inventions of domestic inventors they shall be affected in no way 
The extent of the intervening rights in patents thus protected under 
the Nolan Act will be discussed later. 

Where the intervening right under section 1 was not a right in 
a patent or patent application, but a mere use of the invention, it is 
protected by section 3 of the Act, as already mentioned. It was 
pointed out in the debate before the House “that the bill expressly 
provides that if an American manufacturer has been in actual pos- 
session and manufacture of a foreign invention . . . they are still 
protected . . . because they acquired possessive rights, and this 
bill does not take them away.” ?5 


Section 2 deals with the extension of time for the payment of fees 
and taking other actions “with respect to an application for patent.”’ 
It is believed that this section presupposes “an application for patent” 
and was not intended to allow the filing of new applications, as the 
latter situation is covered by section 1. Section 2 is of primary 


importance with reference to applications where the final fee had 
not been paid, where an office action had not been answered within 
the time provided by statute, or where no appeal was filed in time 
with the result that the applications had become abandoned by 
operation of law.’® The corresponding article 307 of the Treaty 
of Versailles and article 2 of the Berne Agreement were intended 
to also give relief in cases where the failure to pay the annual fees 
required by the laws of most European countries had resulted in 
an expiration of the patents. Thus section 2 and the corresponding 
provisions of the international arrangements cover the situation 
where rights in applications and patents had existed at some time 
in the country that granted the extension and had merely lapsed for 


15 The German Supreme Court stated with regard to the rights of intervening 
users: “The possessive right of the use is protected and not an own invention.” 
With such interpretation it upheld the right of a German manufacturer who had 
copied articles made by the foreign inventor prior to the application in Ger- 
many. It was pointed out that it was not necessary to have a case of two in- 
dependent inventions to give a right of continued use, and that copying may be a 
bona fide use if the user had reason to believe that the invention would not be 
filed in Germany. 114 Entscheidungen des Reichsgerichts in Zivilsachen (1926) 
246, Blatt fiir Patent-, Muster- und Zeichenwesen (1927) 28. 


16 This section is furthermore applicable to the renewal of applications, filing 
of preliminary statements and motions in interferences, accepting of claims pro- 
posed under Rule 94 and to the copying of claims more than two years after 
issuance of a patent. 
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failure to take the necessary steps to complete or preserve such 
rights. Under the conditions here contemplated, especially where 
patents had expired for failure to make the necessary payments, 
normally no rights in applications or patents could come into exist- 
ence, while, on the other hand, third parties were likely to use in- 
ventions on which the patent rights had terminated. The intervening 
user is protected in case of the revival of patent rights by article 2 
of the Berne Agreement. This right to use is similar to the rights 
which a prior user has under the patent statutes of various European 
countries which granted patents to the first applicant in the absence 
of prior public use or publication. The rights of the prior user are 
usually transferable only with the business.’*7 This should equally 
apply to the rights of the intervening user under article 2 of the 
Berne Agreement. As has been mentioned before, the rights of 
those who used the invention before the passage of the Nolan Act, 
have been confirmed by the Act and such rights can be transferred 
together with the business. 


Since our law does not require the payment of annual fees on 
patents, there was no opportunity for patents to expire before the 
end of the term provided by statute and, therefore, no intervening 
rights with regard to such patents could be established. Under our 
practice, however, section 2 authorized the revival of lapsed applica- 
tions which under existing statutes was discretionary with the Com- 
missioner. Accordingly, a conflict with applications and patents 
filed or granted before such revival under section 2 is conceivable. 
The Act apparently does not protect the owner of such applications 
and patents, except when he has used his invention and can claim 
the benefits of section 3, or has obtained a judgment in his favor 
after final hearing in an interference proceeding prior to the Act. 
Although the extension of the right to oppose the grant of a patent, 
provided by article 307 of the Treaty of Versailles, is not found in 
the Nolan Act, section 2 seems to imply that interference proceed- 
ings are to be held if the applications revived conflict with other 
applications or patents, except where final hearing before the ex- 
aminer of interference has taken place. In that case the conflicting 
application or patent cannot be set aside."* 


Summarizing the rights reserved under section 3 of the Act it 
appears that “any citizen of the United States, or his agent or agents, 


17 GERMAN PATENT Law (1891) § 5. 


18 If in cases coming under § 2 where final hearing before the examiner of in- 
terferences has taken place the conflicting domestic patent or application could 
not be set aside, it would be only logical to assume that the rights in patents 
granted and protected by § 1 should still less be subject of interferences with 
applications subsequently filed under the retroactive provisions of § 1. 
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or his successor in business” may “continue any manufacture, use, 
or sale commenced before the passage” of the Act. Under the word- 
ing of the Act a person who prior to the Act was only selling would, 
however, not be entitled to begin manufacturing, while, on the 
other hand, “the use or sale of the devices resulting from” a con- 
tinued manufacture or use could not be enjoined by the patentee. 
The rights of the intervening user then seem to amount to a mere 
permission to continue any activity done prior to the Act, somewhat 
in the nature of a shop right, transferable only with the business. 
But even such limitation on the monopoly of the patents granted 
or validated by the Nolan Act may be particularly damaging to the 
Nolan Act patentee whose invention lies in an alert and highly 
competitive field, especially since no bona fide requirement is con- 
tained in section 3 of the Act. It requires little proof to demonstrate 
that under modern competitive conditions, any invention developed 
here or abroad, but not immediately patented due to war conditions, 
would have become known to rival manufacturers and, if important, 
would have been adopted by them prior to the Nolan Act. They 
could continue to exploit the invention, despite the issuance of a 
Nolan Act patent under the protection of section 3. It should be 
noted that only rights of citizens are protected under section 3, but 
it is believed that this should include corporations. 

Let us now consider the rights in patents or applications for 
patent protected by section 1 to be exercised by the owner of the 
intervening patent when such rights conflict with rights in patents 
granted or validated by reason of section 1. As mentioned before, 
it was apparently not intended to refuse the extension of the priority 
right in cases of a conflict with existing rights.’® On the other hand, 
section 1 of the Nolan Act expressly provided, as has been mentioned 
before, that the existing rights should be affected in no way. If 
this means, as its language imports, that patents previously granted 
shall remain in force, it would follow that two patents might issue 
for the same invention. This immediately raises the question of the 
rights of the respective patentees. A possible solution in such a 
situation is that each patentee has the right to use the invention 
and to exclude others except those who derive their rights from the 
other patentee.” To this extent the rights of each patentee would 


19 A similar interpretation with reference to article 308 of the Treaty of 
Versailles is found in an English case, it being stated: “Clause 2 cannot there- 
fore be considered as a Clause which negatives the right to claim extensions 
under Clause 1 if patent rights are already in existence.” In the Matter of 
Armstrong’s Application, [1922] 39 Reports of Patent Cases 146. 

20 See the dictum in the Armstrong Case, supra note 19 at 153 concerning the 
Nolan Act: “It appears clear from the language of § 1, that such rights are 
in effect limited to the personal use of the patent rights, and that no further 
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be diminished. Whether or not Congress did intend such a result, 
does not appear from the language of the Act or its history. The 
rights of the patentee under section 1 of the Nolan Act are not 
stated in the Act, but should be presumed to be the usual rights 
incident to a patent except as far as his rights are limited by the 
express provisions in favor of the owner of the intervening rights 
existing before the Nolan Act. From the consideration of these 
intervening rights a conclusion may be drawn as to the nature of 
the rights granted to the Nolan Act patentee. The broad language 
of the proviso of section 1 of the Nolan Act: that the rights of 
the intervening patentee should in no way be affected, seems to 
indicate that his patent should remain in full force. The patentee 
always had the right to use his invention even in the absence of a 
patent protection, which gives him the additional right to exclude 
others for a limited time.* Under a strict interpretation the right 
given to the intervening patentee would even include the right to 
exclude the patentee of the Nolan Act. If this is the right preserved 
by section 1 and the invention is coextensive with an intervening 
patent, the applicant under the Nolan Act would obtain very little, 
at least during the life of the intervening patent. Perhaps the appli- 
cant could get substantial rights only, when his invention is of a 
different, particularly a broader, scope. 

A less strict interpretation of the rights preserved under article 1 
of the Berne Agreement which as pointed out before corresponds 
to section 1 of the Nolan Act has been given by German writers on 
patent law.** Isay takes the following view, “Where patents have 
been granted, they remain in force side by side with the patent now 
granted on the subsequent application of the alien. The patentee 
and his licensees retain the use of the invention. The first patentee 
is restricted only insofar as he cannot grant additional licenses. But 
he retains the right to sue infringers, not however those who ob- 
tained a license from the later foreign applicant . . . The owner 
of the earlier patent may sell his patent, even without his business, 


licenses can be granted. This would appear to leave the patentee under his 
patent merely the right to bring an action for infringement, which, under the 
circumstances, might create an embarrassing situation if another patent with 
equal right is in force, and it is difficult to see how in such a case a right to 
damages would be determined.” 

21 United States v. American Bell Telephone Co., 167 U. S. 224, 17 Sup. Ct. 
809, 42 L. ed. 144, 1897 C. D. 442 (1897); Bauer v. O’Donnell. 229 U. S. 1, 
33 Sup. Ct. 616, 57 L. ed. 1041, 1913 C. D. 533 (1913). 

22 Tsay, op. cit. supra note 13 at 628; Seligsohn, Patentgesetz (6th ed. 1920) 
572; Osterrieth, Gewerblicher Rechtsschutz und Urheberrecht im Friedens- 
vertrag von Versailles (1920) 35, 36. According to Isay, op. cit. supra at 630, 
even applications are fully protected and a patent has to be granted on the pend- 
ing German application without considering the subsequent application of the 
foreigner. 
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thus distinguishing from a mere prior user . . .” If such an inter- 
pretation is accepted, the patentee under the Nolan Act would at 
least obtain the right to use his invention, notwithstanding the inter- 
vening patent. At least theoretically, however, he would also be in 
a position to grant free licenses to everybody and to that extent 
deprive the owner of the earlier patent of the benefits of his patent. 


A historical approach does not yield a more definite answer as to 
the extent of the rights preserved. Although provisions for the 
protection of rights of third persons in the field of industrial prop- 
erty had been made in earlier international arrangements as for 
instance in the German-Finnish Peace Treaty** and in article 4 of 
the International Convention for the Protection of Industrial Prop- 
erty, the extent of such rights was subject to conflicting interpreta- 
tions in the various countries.** The Treaty of Versailles and the 
Berne Agreement do not contain any more definite statement of the 
extent of the protected rights of third persons than the Nolan Act 
and any further attempted interpretation along these lines would be 
largely speculation. 

A consideration of the power of Congress might possibly yield 
some basis for determining the extent of the rights reserved or 
protected by the proviso to section 1. There is no question but that 
Congress could, under its broad constitutional powers over patents, 
place any limitation it desired on the monopoly subsequently granted 
to patentees securing the benefits of the Nolan Act. Therefore our 
approach must necessarily be from the viewpoint of the power of 
Congress to affect the rights of applications and patents already filed 
and issued respectively. Obviously if applicants and patentees have 
thereby acquired certain rights which Congress has no power to 
subsequently impair or deprive, then these rights must perforce be 


23 35 La Propriété Industrielle (1919) 2. 


*4 International Convention .1 1883 in Paris, revised in Brussels, 1900, 
revised in Washington in 1911, 2 U. S. Treaties Anp CONVENTIONS 2953, 204 
O. G. 1011. 


In the Unted States, the filing under the International Convention within one 
year has the same force and effect as if the application had been filed in this 
country on the day it was first filed abroad. Thus we do not recognize any in- 
tervening rights of use in the period between the foreign and domestic filing 
dates. Germany and some other countries merely recognized a shop right in 
case intervening rights came into existence before the actual filing date in Ger- 
many and allowed reliance on the foreign dates only to overcome the effect 
of publications or public use or the filing of an interfering domestic application. 
Hungary gave the benefit of the foreign filing date to antedate publications, but 
refused to give the benefit of the foreign filing date when a Hungarian appli- 
cation was pending at the time the foreign inventor filed his Hungarian appli- 
cation. The International Convention, as revised in London, 1933, finally 
removed a protection of the rights of third parties during the priority period, 
so that now uniformly intervening rights cannot be established. 
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presumed to be at least part of those rights reserved to conflicting 
applicants and patentees by the proviso to section 1 of the Nolan Act. 

Considering applications first, it is believed well established that 
no rights accrue to an applicant by the mere filing of an application 
in the Patent Office, at least no such rights that cannot subsequently, 
before the issuance of a patent thereon, be completely revoked by 
Congress. At a very early date it was established that a patent appli- 
cation is a statutory privilege and hence can be substantially modified 
and even revoked at the whim of the power granting the privilege. 
In 1888 the United States Supreme Court stated :*5 


Until the patent is issued there is no property right in it, i.e., 
no such right that the inventor can enforce. 


In a later case,** the District of Columbia court aptly summarized 
the relation of the rights of a patent applicant to the powers of 
Congress : 
It is clear that where the right conferred is purely a statutory 
one, a mere privilege, as in the case at bar, it is within the 
powers of Congress to modify or withdraw it, at least before the 
application matured into a patent. 


The conclusion follows that with respect to conflicting applications 
under the Nolan Act, Congress was unlimited in its powers with 
respect to such applications and hence could preserve or deny to 


such conflicting applicants whatever rights it desired. Thus so far 
as conflicting applications are concerned, this approach also fails as 
a source of interpretation of the proviso to section 1 that the ex- 
tension shall not affect rights of United States citizens in conflicting 
applications. 

A different situation is believed to be involved in the case of 
conflicting issued patents. A few remarks must be made regarding 
the nature of a patent right. The law on this point is clearly defined 
and the language of a leading text** is very appropriate: 


Patent rights are property [citing cases]. The owner of a 
patent is both legally and equitably entitled to the same pro- 
tection for that property that the owner of any other species 
of property may enjoy [citing cases], and he cannot be con- 
stitutionally deprived of that property without due process of 
law (Fifth Amendment to the Constitution). Due process 
of law includes the constitutional judgments and decrees of 
courts. Mere legislation does not constitute due process and 
the CONSTITUTION protects against arbitrary deprivation of 


25 Marsh v. Nichols, 128 U. S. 605, 9 Sup. Ct. 168, 32 L. ed. 538 (1888). 


26 De Ferranti v. Lindmark, 30 App. D. C. 417, 1908 C. D. 353, 134 O. G. 515 
(App. D. C. 1908). 
27 WALKER ON PATENTS, DELLER’s Epition (1937) § 234. 
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property by acts of Congress [citing cases] . . . Patent rights, 
once vested, are therefore incapable of being divested by act 
of Congress [citing cases] except of course by the exercise of 
the power of eminent domain. Nor can Congress do indirectly 
that which it is forbidden to do with directness. It is a general 
rule that Congress cannot destroy or seriously impair the value 
of a right of property under the guise of altering or repealing 
the existing remedies applicable to its enforcement [citing 
cases]. It can treat a patent right no differently. 


An obvious corollary to the above principles is believed to exist in 
the statement that Congress cannot deprive a patentee of his patent 
rights except by virtue of defects in his right to receive a patent which 
existed at the time of the issuance of the patent. In other words, if, 
by the laws in force at the time of the issuance of a patent, the 
patentee had fulfilled all the statutory requirements for the issuance of 
such patent, and he was the first inventor in the United States, then 
his substantive rights in the patent issued cannot thereafter be dimin- 
ished or impaired by subsequent act of Congress without violation of 
the Fifth Amendment to the ConsTITUTION. 

Let us now apply this doctrine to situations under the Nolan Act. 
It might happen that a patent was duly issued before the passage of 
the Act, and, under the laws existing at the time of its issuance, no 
other person was entitled to such patent, i.e., there was no prior in- 
ventor in this country and any foreign inventor could no longer estab- 
lish any rights in this country. ** Assuming further that by section 1 
of the Nolan Act, Congress gives a foreign inventor a constructive re- 
duction to practice in this country based on a foreign filing date, then 
it is possible for the original patentee to lose his claims in interference 
proceedings to such foreign inventor. If the usual effect of an adverse 
decree in an interference applies here, then the claims of the original 
patent constituting the counts of the interference are invalid.”? Thus 
the original patentee is obviously deprived of a valuable property in- 
terest or right solely by the operation of an act of Congress. 

The general principles relating to deprivation of property rights by 
indirect operation of legislation must apply and such operation of sec- 
tion 1 of the Nolan Act must therefore be an unconstitutional in- 
fringement of the property rights of the original patentee. In support 


28 Compare the dicta in the recent Shimadzu case: “Thus, if a diligent in- 
ventor applies, in good faith believing himself to be the first inventor, § 4923 
assures him a patent and gives it priority, despite prior foreign use, even though 
that use is evidenced by a patent applied for after the invention made in this 
country. The foreign applicant or patentee cannot carry the date of his in- 
vention back of the date of application in this country, . . .” Electric Storage 
Battery Co. v. Shimadzu 397 U. S. 5, 59 Sup. Ct. 244, 83 L. ed. 204 (1939) ; 
Note (1939) 8 Geo. Wash. L. Rev. 80. 


29 This point will be more fully treated in a later section. 


4 
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of this conclusion is the very appropriate language of the United 
States Supreme Court in two cases involving analogous situations. 
Thus in March v. Nichols,®° the court stated : 
Antedating [of a patent which was not signed by the proper 
officer] cannot be used to cut off existing rights or defenses of 


third parties which would not be impaired or defeated if the true 
date were given. 


And in McClurg v. Kingsland: * 


The powers of Congress to legislate upon the subject of patents 
is plenary by the terms of the Consti1TuTION, and as there are no 
restraints on its exercise, there can be no limitation of their right 
to modify them at their pleasure so long as they do not take away 
the right of property in existing patents. [Italics added. ] 


It should logically follow then that if Congress cannot constitu- 
tionally effectuate the invalidity or the impairment of substantive rights 
of issued patents by operation of section 1 of the Nolan Act, it must 
be presumed that Congress intended patents of United States citizens 
to stand substantially unimpaired as valid patents. This presumption 
is more than adequately supported by the broad language of the pro- 
viso to section 1, and it would appear that the proviso should receive 
such an interpretation. 

If this view is accepted as the proper basis of determining the rights 
reserved under section 1 to the domestic patentee, it would seem to 
follow that he can exercise all the rights of a patentee just as if the 
patent granted or validated under the Nolan Act did not exist. He 
may assign his patent,®? grant licenses and sue for infringement of 
his patent. As the exclusion of competitors from making the patented 
article was held by the Supreme Court to be of the very essence of the 
right conferred by the patent,** it must be held that the rights retained 
by or reserved to the domestic patentee entitle him to prevent the 
patentee under the Nolan Act from using the invention. While section 
1 expressly allows the exercise of the patent rights by the earlier 
patentee personally, his agents and licensees, no express provision is 
made with regard to assignees; but as mentioned before,** the rights 


30 Supra note 25. 

311 How. 202, 206, 11 L. ed. 102, 103 (U. S. 1843). 

32 Virtue v. Creamery Package Manufacturing Co., 227 U. S. 8, 33 Sup. Ct. 
202, 57 L. ed. 393, 1913 C. D. 519 (1913). Note also R. S. 4884 and R. S. 4898. 
35 U. S. C. §§ 40 and 47 (1934). 

33 U. S. v. Winslow, 227 U. S. 202, 33 Sup. Ct. 253, 57 L. ed. 481 (1934). 
Under R. S. 4884, 35 U. S. C. 40, the patent is ‘a grant to the patentee, his 
heirs or assigns, for the term of seventeen years, of the exclusive right to 
make, use, and vend the invention.” 

34 Supra note 24. The German Supreme Court held that the owner of a 
German patent to whom the patent was assigned in 1924 was entitled to use 
the invention, 125 Entscheidungen des Reichsgerichts in Zivilsachen (1929), 
182, Blatt fiir Patent-, Muster- und Zeichenwesen (1930) 6. 
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of a patentee have always been considered as assignable and there 
appears to be no reason why a different view should apply here. As 
the necessary correlative of the view here expressed it follows that 
during the existence of the intervening patent the patentee under the 
Nolan Act cannot exercise any rights that would conflict with the 
rights preserved. It is even doubtful whether or not he may bring 
suit for injunction or infringement against persons not deriving rights 
from the domestic patentee. 

Another difficult question is presented when the.domestic interven- 
ing patent expires and the patent granted under the Nolan Acct is still 
in force. By the express provisions of section 1 the domestic patentee, 
his agents and licensees ‘shall not be amendable to any action for in- 
fringement of any patent” granted under section 1. As far as agents 
and licensees are concerned, however, their right to exercise the in- 
vention is limited to those who derived their rights from the domestic 
patentee prior to the passage of the Nolan Act. If the original 
patentee grants new licenses after passage of the Act, which as we 
concluded he had a right to do, such new licensees would be liable to 
a charge of infringement by the patentee of the Nolan patent if they 
continue to use the invention after the expiration of the first patent 
and during the remaining term of the second patent.*® 

It is perhaps unfortunate that the validity and interpretation of the 
Nolan Act was never tested in the Supreme Court. In two cases 
where the lower courts upheld the constitutionality of the Nolan Act, 
certiorari was denied by the Supreme Court,** but of course this 
furnishes no indication as to the correctness of the lower court’s 
decision.** 

The first appellate test of the constitutionality of the Nolan Act 
arose before the Circuit Court of Appeals for the District of Columbia 
in the case of Seror v. Dick.** This case involved the operation of 
section 2 of the Act. Dick, a citizen of France, filed an application in 
the United States Patent Office on October 1, 1913. An office action 


35 A somewhat similar situation arose where U. S. patents were extended by 
Act of Congress. In Blanchard v. Haynes, 3 Fed. Cas. No. 1512 (N. H. 1848) 
a privileged intervening user was held not to have the right to use the inven- 
tion after the extension of the patent term took place. See also Evans v. 
Jordan, 9 Cranch 199, 3 L. ed. 704 (U. S. 1815). But a buyer of a machine 
manufactured under the original patent will not be affected by any extension 
of the patent. Blanchard v. Whitney, 3 Fed. Cas. No. 1519 (Conn. 1855). 

36 Kling v. Haring, 11 F. (2d) 202, 56 App. D. C. 153, 345 O. G. 5 (1926), 
cert. den., 271 U. S. 671, 46 Sup. Ct. 485, 70 L. ed. 1143 (1 306) Owen v. 
Heimann, 12 F. (2d) 173, 56 App. D. C. 232 (1926), cert. den., 271 U. S. 685, 
46 Sup. Ct. 637, 70 L. ed. 1151 (1926). 

37 Hamilton Brown Shoe Co. v. Wolf Bros. & Co., 240 U. S. ~*~ 258, 
36 Sup. Ct. 274, 60 L. ed. 622 (1915); United States v. Carver, 260 U. S. 482, 
490, 43 Sup. Ct 181, 67 L. ed. 361 (1922). 


38 3 F. (2d) 92, 55 App. D. C. 151, 331 O. G. 228 (1925). 
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of July 10, 1915, was not responded to and the application was de- 
clared abandoned as of July 10, 1916. The party Seror, a citizen of 
the United States, filed an application on May 17, 1915, which con- 
tained subject matter common to the Dick application. Seror’s ap- 
plication was duly prosecuted and matured into a patent in 1917. 
Thus matters stood until March 3, 1921, when the Nolan Act was put 
in force. On June 9, 1921, the Commissioner of Patents recognized 
the reciprocity of French laws,*® hence French citizens who could 
otherwise qualify, became eligible to receive the benefits of the Nolan 
Act. On January 27, 1922, within the period set forth in the Nolan 
Act, Dick filed an amendment which was fully responsive to the Office 
action of July 10, 1915, and in addition, included claims copied from 
the Seror patent. The Office entered this amendment by force of sec- 
tion 2 the Nolan Act and an Interference was declared with Seror 
named as the junior party. Seror failed to allege a conception date 
prior to Dick’s original filing date but defended on the record, urging 
specifically the unconstitutionality of the Act. The Patent Office 
tribunals awarded priority of invention to Dick. 

On appeal, the Court of Appeals for the District of Columbia dis- 
missed the attack on the constitutionality of the Nolan Act in an 
almost summary manner. To that court it appeared that “Congress 
unquestionably had authority to do this.” The court pointed out that 
as applied to the facts at bar the effect of the Nolan Act was to merely 
relieve an applicant, whose application had become abandoned during 
the war, of the burden of showing the Commissioner reasonable 
grounds for the failure to respond in order to reinstate the applica- 
tion under R. S. 4894.*° 

Taking such a view of the operation of section 2 of the Nolan Act, 
it would appear that the Act merely modifies Patent Office procedure 
to permit relief from hardships imposed on applicants by the War. 
Such a procedural change clearly appears to lie within the broad con- 
stitutional powers in patent matters which were granted to Congress. 
The only case cited by the court in support of its pronouncement, 
Stewart v. Kahn,“ further illustrates that the Court considered this 
section of the Nolan Act merely as a remedial statute, affecting only 
procedural matters. Stewart v. Kahn involved the constitutionality 
of a statute passed by Congress shortly after the Civil War to extend 
the Statute of Limitations in the federal courts in all actions where 
the bringing of suit was delayed by the war. 


89 General Order No. 2664, 287 O. G. 1 (1921). 


4053 Stat. 1264 (1939), 35 U. S. C. 37 (1934). Rule 172, Rules of Practice, 
U. S. Patent Office. 


4111 Wall. 493, 20 L. ed. 176 (U. S. 1871). 
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It must be emphasized that the case of Seror v. Dick involved only 
section 2 of the Act and that the foreign inventor, Dick, had estab- 
lished some priority rights in this country. He had filed prior to Seror 
and Seror was clearly not the first inventor in this country as required 
by R. S. 4886.** To be sure, Dick’s application became abandoned 
but, as set forth by the court, an abandoned application could be re- 
newed at the discretion of the Commissioner upon a showing of rea- 
sonable cause for delay. Seror might have stressed the fact that the 
Dick application upon revival was permitted to copy claims from a 
patent which had been issued four years. This was clearly in violation 
of the rule established by the Supreme Court in 1920 ** to the effect 
that claims could not be copied from a patent for interference purposes 
where the patent had been issued for more than two years prior to the 
copying of the claims. Even so, this rule again is one of procedure 
and the Nolan Act merely had the effect of extending the period of 
limitation on copying claims for interference. Thus the analogy of the 
operation of section 2 to merely a change in a statute of limitations is 
so close that it is difficult to quarrel with the court’s conclusion that no 
substantive rights were unconstitutionally affected by section 2 of the 
Nolan Act. 

In the same court a few months later, the constitutionality of sec- 
tion 1 of the Nolan Act was placed in issue upon facts where the argu- 
ment of deprivation of substantive rights had more force. In Kling v. 
Haring ** an interference contest was again involved. Kling, a citizen 
of the United States, had filed an application in the United States 
Patent Office on December 11, 1915, and a patent issued February 13, 
1917. The party Haring filed an application covering the same subject 
matter in Germany on September 11, 1914. A German patent issued 
on this application on October 16, 1916. At that date Haring was 
thus barred from securing a United States patent under R. S. 4886 *° 
and he was no longer entitled to file under R. S. 4887.4 But five 
years later by force of section 1 of the Nolan Act, Haring was per- 
mitted to file in the United States Patent Office. He was permitted to 
copy claims of the Kling patent for interference and was awarded a 
constructive reduction to practice in this country as of the date of his 
filing in Germany, namely 1914. This date was prior to the earliest 
date alleged by Kling and judgment of priority was awarded to Har- 
ing on the record. On appeal, Kling contested that his right to a 





4216 Stat. 201 (1870), 35 U. S. C. 31 (1934). 
43 Chapman v. Wintroath, 252 U. S. 126, 40 Sup. Ct. 234, 64 L. ed. 491, 
1920 C. D. 465 (1919). 

44 Supra note 36. 

45 Supra note 42. 

46 53 Stat. 1212 (1939), 35 U. S. C. 32 (1934). 
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patent vested upon issuance thereof in 1917 and the divesting of such 
right solely by operation of section 1 of the Nolan Act was a violation 
of the Fifth Amendment and Article 1, Section 8 of the ConsTITUTION. 
The constitutional issue which was considered in the previous discus- 
sion, namely, the effect of section 1 of the Nolan Act upon conflicting 
patents held by United States citizens, was thus clearly before the 
court. 

The court first pointed out that the right to a patent can never be 
said to be vested upon issuance since under the laws preceding the 
Nolan Act, such patent rights could be divested by interference pro- 
ceedings under R. S. 4904 *? brought by anyone who could prove that 
he was the prior inventor in the United States. And even though the 
Patent Office denied the claims to such applicant in interference pro- 
ceedings, he may still resort to a bill in equity under R. S. 4915 * to 
compel recognition of his rights if he was the first inventor in the 
United States. From this the court concluded that the issuance of a 
patent is not a final adjudication of the patentee’s right to retain the 
claims. The court then stated that the Nolan Act is within the broad 
powers in patent matters granted Congress by Article 1, Section 8 
of the Constitution. Finally it dismissed the contention that the 
effect of the Nolan Act in this case was to unconstitutionally deprive 
the original patentee of his property rights in the patent with the 
following statement : 


The powers granted and the proceedings provided for deprive 
no person of his property, in view of the fact that they are 
designed to accomplish, and do accomplish, nothing more than 
the determination of the right to the invention, and the right to 
enjoy its benefits for the limited period prescribed. 


In formulating this decision, the court undoubtedly had in mind 
the result reached in Seror v. Dick a short time prior. But the fact 
situation here is quite distinct from that presented in Seror v. Dick. 
There was no application by Haring on file in the United States 
Patent Office prior to Kling’s application. In fact Haring could not, 
under the laws in force at the time Kling’s patent issued, validly 
file in the United States. Nevertheless, by section 1 of the Nolan 
Act, Haring was permitted to file in the United States. In Seror v. 
Dick, section 2 of the Nolan Act effected the renewal of an abandoned 
application, an act which could have been ordered in the discretion 
of the Commissioner.*® But here section 1 of the Nolan Act gave 
Haring retroactively, an effective filing date seven years prior to the 


4716 Stat. 204 (1870), 35 U. S. C. 52 (1934). 
4816 Stat. 205 (1870), 35 U. S. C. 63 (1934). 
49 See supra note 40. 
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date his application was filed. This was not mere extension of a 
statute of limitations on the time of filing because of excusable delay. 
A retroactive filing date could never have been granted by the Com- 
missioner no matter what good cause for the delay in filing were 
shown. In Seror v. Dick, the original patentee was not the first 
inventor in this country as defined by the patent statutes. But Kling 
was the first inventor in this country under the laws in force at the 
time his patent issued. The validity of the Kling patent was unim- 
paired by the fact that Haring had filed an application in Germany 
for under R. S. 4923 * such was not prior invention or knowledge in 
this country. Finally, Seror v. Dick arose under section 2 while 
Kling v. Haring was based on the effects of section 1 of the Nolan 
Act. Such distinctions are believed to be so substantial that opposite 
results could readily be reached without the cases being considered in 
conflict. 

If the decision in Kling v. Haring means only that it is not uncon- 
stitutional to award priority of invention to the Nolan Act inventor 
and hence permit his patent to issue with claims identical to the con- 
flicting patent,®* then the result is not in conflict with the prior rea- 
soning in this article on the rights reserved to conflicting United 
States patentees. But if the decision carries with it the usual implica- 
tion that such claims of the conflicting patent are thereby invalid ** 
then the constitutionality arguments already advanced would require 
an opposite holding on the facts of Kling v. Haring. At the time of 
the issuance of his patent, and under the laws prevailing at that time, 


50 Ex parte Ravelli, 1907 C. D. 260, 130 O. G. 982 (1907); Ex parte Meier, 
1908 C. D. 209, 136 O. G. 657 (1908); Ex parte Kauermann, 1910 C. D. 118, 
157 O. G. 207 (1910). 

5116 Stat. 208 (1870), 35 U. S. C. 72 (1934). 

52 Bird v. Elaborated Roofing Co., 256 Fed. 366, 371 (C. C. A. 2d, 1919). 

53 It is true that issued patents are outside the jurisdiction of the Commis- 
sioner of Patents and can be declared void only by action of the courts. Mica 
Insulator Co. v. Commercial Mica Co., 157 Fed. 90 (C. C. Ill. 1907), rev’d on 
other grounds, 166 Fed. 440 (C. C. A. 7th, 1908). But the decision of the 
Patent Office and the Court of Appeals for the District of Columbia in inter- 
ference suits originating in the Office will generally be considered as controlling 
in all later suits where the issue of priority again is raised. Such later suit 
may either be an infringement action brought on either the original patent or 
the patent granted under the Nolan Act, or may be an interference suit between 
such two patents, after the Nolan Act patent has issued, brought under R. S. 
4918, 16 Stat. 207 (1870), 35 U. S. C. 66 (1934). In the latter case, the judg- 
ment of priority in the Patent Office interference proceeding will only be 
reversed by presentation of new evidence of character and amount carrying 
thorough conviction. Morgan v. Daniels, 153 U. S. 120, 125, 38 L. ed. 657 
(1894); Earles v. A. W. Drake Mfg. Co., 300 Fed. 265 (C. C. A. 3d, 1924), 
cert. den., 266 U. S. 616, 45 Sup. Ct. 96, 69 'L. ed. 470 (1921); Mickle Printing 
Press & Mfg. Co. v. Miller Saw-Trimmer Co., 2 F. (2d) 744, aff'd, 6 F. (2d) 
417 (C. C. A. 3d, 1925). Of course, in the Nolan Act situation, the issue is 
one of law. What weight will be given the final decision in the Patent Office 
Interference has apparently not been decided. See In re Engelhardt 40 F. (2d) 
760, 5 U. S. P. Q. 534 (C. C. P. A. 1930). 
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Kling was the first inventor in the United States. Therefore, apply- 
ing the established contract theory of patents,°* he gave the public 
full consideration for the grant of a patent and in return should 
receive from the public the usual property rights embodied in a 
patent, and such patent would not be subject to any defect in favor 
of Haring under the laws of that time. For the reasons stated, it 
would not appear that the subsequently enacted section 1 of the Nolan 
Act could constitutionally take any part of such property right from 
Kling and vest it in Haring.*® Kling v. Haring cannot be justified 
on grounds analogous to eminent domain. Even if it be assumed that 
the benefits obtained for American inventors in foreign countries 
through the enactment of the Nolan Act might constitute a public 
purpose, the element of just compensation for the conflicting patentee 
is entirely lacking. The viewpoint of the court might better be justi- 
fied if the granting of a patent be considered as a mere privilege or 
gratuity granted by Congress, similar to the very early patents 
granted by a sovereign, rather than the formation of a contract be- 
tween the inventor and the public. 

The two cases, Seror v. Dick and Kling v. Haring, constitute the 
basis for the present judicial conclusion that the Nolan Act is entirely 
constitutional. Subsequent cases wherein the constitutional issue 
might have been raised merely referred to the authority of these 
cases. Most of the subsequent cases, however, also came before the 
same court.” 

Little aid in the determination of the constitutionality of the Nolan 
Act can be derived from analogous patent legislation. It appears that 
similar situations might have arisen under another amendment to 
R. S. 4887, namely the Act of March 3, 1903.5* It was possible for 
the identical question of deprivation of a patent by subsequent legis- 
lation to there arise since this Act granted priority retroactively to 
foreign inventors who had filed abroad within twelve months of 
their filing in the United States. The priority granted was, of course, 


54 United States v. Dubilier Condenser Corp., 289 U. S. 178, 53 Sup. Ct. 554, 
77 L. ed. 1114 (1933); Seymour v. Osborne, 11 Wall. 516, 20 L. ed. 33 
(U. S. 1871); Century Electric Co. v. Westinghouse E. & M. Co, 191 
Fed. 350 (C. C. A. 8th, 1911). 

55 A very brief but interesting comment in support of this view is found in an 
editorial note in UNDERWoop’s Patent Dicest (1907) §§ 3400-19. 

56 WALKER ON Patents, DELLER’s Epition (1937) §§1, 2, 220. 

57 The court affirmed its position taken in Kling v. Haring that claims of a 
conflicting patent could be awarded to the Nolan Act applicant in Owen v. 
Heimann, cited supra note 36; and again in Lamb v. Guillemard, 12 F. (2d) 
175, 56 App. D. C. 234, 347 O. G. 805 (1926). The same position was taken 
with respect to conflicting applications. Geisler v. Moulet, 11 F. (2d) 911, 
56 App. D. C. 196 (1926); Scalione v. Bosch, 12 F. (2d) 171, 56 App. D. C. 
230, 347 O. G. 806 (1926). 

58 March 3, 1903, c. 1019 §1. 32 Stat. 1225 (1903), 35 U. S. C. §32 (1934). 
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limited to one year and this may explain why no case arose wherein 
a patent issued before the amendment lost its claims to another appli- 
cation receiving the priority benefits of the subsequent legislation. 

In one case, De Ferranti v. Lindmark,*® the amendment to R. S. 
4887, by the Act of March 3, 1903 was attacked as unconstitutional 
by a conflicting applicant who thereby lost claims in interference to 
an application receiving the benefits of the Act. On appeal the court 
indulged in some discussion of vested rights in patents but was care- 
ful to point out that in this case no patent had been granted prior to 
the enactment of the Act of 1903. Hence the court argued that only 
applicant’s statutory privilege to apply for a patent had been modified 
by the subsequent amendment to R. S. 4887 and that it is within the 
constitutional powers of Congress to modify or even withdraw such 
privilege. 

The concluding words of the court, although dicta, are of par- 
ticular interest : 


The vested right accrues, if at all, when a patent is issued and 
not before. The granting of the patent forms the contract. If 
letters patent had been issued to Lindmark . . . before the pas- 
sage of the Act, we would be confronted with a very different 
question. 


This very different question is precisely that which later arose 


in connection with the Nolan Act and which is exemplified by the 
facts of Kling v. Haring. 


In the cases discussed, the opinion of the court did not indicate 
whether the proviso to section 1 had been considered in reaching the 
result. Subsequent cases did raise the issue of the effect of this 
proviso and reached a result that could be inferred from the decisions 
on the constitutionality issue. In interference cases coming before 
the Court of Appeals for the District of Columbia © the proviso was 
interpreted as not preventing an award of priority to the foreign 
inventor on claims of conflicting applications and patents belonging 
to United States citizens, which were respectively filed and issued 
before the passage of the Nolan Act. With respect to a conflicting 
patent such decision means that there will be two issued patents 
containing identical claims. In the case of ordinary patents and 
usual interferences, the claims of the losing party would subsequently 
be invalid as a result of the interference. But whether or not this 
effect would obtain here was carefully and expressly avoided by the 
court, and of course, the determination of that question was not in 


58 30 App. D. C. 417, 1908 C. D. 353, 134 O. G. 515 (1908). 


60 eed v. Moulet, Scalione v. Bosch, Lamb v. Guillemard, all cited supra 
note 57. 
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issue before the court. Hence these decisions are not determining 
of the nature of the rights of the conflicting patentee. 


No cases have been noted wherein the claims of the conflicting 
patent which constituted the counts of an interference won by the 
Nolan Act applicant were subsequently held invalid on that ground. 
A very similar situation was ruled on by the Circuit Court of Appeals 
for the Fourth Circuit.“ The plaintiff in an infringement suit brought 
suit on two patents to different inventors. The first patent was filed 
by a United States citizen in 1919 and issued after the Nolan Act. 
The second patent was filed in Germany in 1915 by a citizen of Ger- 
many and was not filed in United States until 1920. It happened that 
the disclosure of the first patent amounted to merely a non-inventive 
improvement over the more basic disclosure of the second patent. 
The court held that by force of section 1 of the Nolan Act, the second 
patent was entitled to priority over the first and therefore the first 
patent was invalidated by the disclosure of the second patent. Plain- 
tiff urged that the proviso of section 1 would preclude such a holding 
since the declaration that the first patent was invalid certainly affected 
plaintiff's rights in an application filed before the Nolan Act. To the 
court it appeared that in this proviso to section 1, Congress merely 
intended to confer rights of continued use to conflicting applicants 
and patentees, similar to the rights conferred by section 3.° With 
respect to conflicting applications, (and this was the issue before 
the court) this conclusion cannot be criticised for no constitutional 
property rights are thereby impaired. But in the case of conflicting 
patents issued prior to the Nolan Act, for reasons stated in foregoing 
section of this article, a declaration of invalidity solely by force of 
section 1 of the Nolan Act would appear to be an unconstitutional 
deprivation of the patentee’s property rights. It is therefore suggested 
that this decision be considered as strictly limited to its facts. 

It appears then that only an unsatisfying conclusion may be stated 
with respect to the nature of the rights reserved by the proviso to 
section 1 to owners of patents conflicting with applications subse- 
quently filed by force of this section. The natural interpretation of 
the proviso taken in conjunction with a consideration of the patentee’s 
constitutional rights indicates that all substantive rights of a patent 
owner are reserved, but the courts have held that an award of priority 
of the claims of such patent can be given to the Nolan Act applicant 
without deciding the question of whether such claims in the original 
patent are invalid and only the right to continue the practice of the 


61 Federal Yeast Corp. v. Fleischmann Co., 13 F. (2d) 570, 351 O. G. 3 
(C. C. A. 4th, 1926). 


62 Compare language of the British court, quoted supra note 20. 
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invention is reserved to the conflicting United States patentee.* 
With respect to conflicting applications, the nature of an applicant’s 
rights and the decisions of the courts are harmonious to the conclu- 
sion that only the right to continue the practise of the invention is 
reserved, notwithstanding the broad language of the proviso to sec- 
tion 1. 

In contrast to the discussed proviso to section 1, there is apparently 
no ambiguity as to the rights reserved to the United States govern- 
ment by the additional proviso to section 1. The.obvious meaning of 
this proviso was adopted by the Court of Claims in an infringement 
suit brought against the government by a patentee who received the 
benefits of section 1 of the Nolan Act.® This decision is well rea- 
soned and thorough so further restatement appears unnecessary. 

No case has been noted which directly involved the interpretation of 
section 3 of the Nolan Act. However, dicta have been expressed * 
regarding the nature of the rights reserved to United States citizens 
by this section and the interpretation has always followed the appar- 
ent meaning which has already been discussed. 

The background of the provision in section 2 against the reopening 
of interferences has been mentioned. Only one case came up regard- 
ing this provision and it probably represents an extreme of interpre- 
tation. In Challenger v. Dalton,” a final hearing before the Examiner 
of Interferences had been held and the decision was affirmed by the 
Board of Appeals, awarding priority to Dalton. Challenger’s appli- 
cation was a duplicate of a British application which had been filed 
more than two years prior to his United States application. After 
passage of the Nolan Act Challenger petitioned the Commissioner to 
set aside the award of priority to Dalton and grant priority to him on 


63 A very interesting problem along the same lines was raised in Gibbs v. 
Wohl, 67 F. (2d) 908, 19 C. C. P. A., 1002, 20 U. S. P. Q. 32, 440 O. G. 285 
(1933). Here the Nolan Act applicant, Wohl, prevailed in an interference by 
virtue of priority granted by §1. However, the Gibbs application was on its 
face dedicated to the public and had issued prior to the interference. Hence 
under a literal interpretation of the proviso to §1, it would appear that the 
whole public had “rights in patents . . . conflicting with patents granted . . . 
by reason of such extension” and hence would be entitled to fully exploit the 
invention without liability to the Wohl patent granted under the Nolan Act. 
This point was raised by Gibbs in his appeal to the Commissioner but the 
Commissioner rightfully refused to consider it on the ground that such rights 
of the public were not in issue and furthermore were outside the jurisdiction 
of Patent Office tribunals. This point was apparently not prosecuted in the 
appeal to the Court of Customs and Patent Appeals. The same issue was raised 
and resolved in the same manner in Interference No. 46,986, Eoff v. Connstein, 
Dec. Bd. App. (July 12, 1923), App. No. 9082. 

64 Mackenzie-Kennedy v. United States, 85 Ct. Cl. 405, 33 U. S. P. Q. 527 
(1937), cert. den., 303 U. S. 646, 58 Sup. Ct. 645, 82 L. ed. 1108 (1937). 

65 Lamb v. Guillemard, Scalione v. Bosch, both supra note 57; Federal Yeast 
Corp. v. Fleischmann Co., supra note 61. 

66 1925 C. D. 47, 336 O. G. 753 (1921). 
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the basis of his British filing date by force of section 2. The Com- 
missioner granted the petition, holding that the limitation of section 
2 against reopening interferences barred only the introduction of 
new evidence and since a certified copy of Challenger’s British appli- 
cation was in the record, no new evidence was necessary to reverse 
the award of priority. It may well have been contrary to the intent 
of Congress to exclude this situation from the ban on reopening of 
interferences. 

Turning from the discussion of rights reserved under the Nolan 
Act, it appears advisable to consider the requirements which an 
applicant seeking any of its benefits had to fulfill and comply with. 

In the various provisions of the Nolan Act, the benefits of some 
sections are limited specifically to either citizens of the United States, 
or to citizens or subjects of foreign countries which extend substan- 
tially reciprocal privileges to citizens of the United States, or, in the 
case of section 1, to both classes. There is naturally little controversy 
over what constitutes citizenship but the point of what constitutes 
adequate proof of such citizenship sufficient to receive the benefits of 
the Nolan Act has often been raised. However, in all cases where this 
issue was raised there has been a uniform holding that the averment 
in the specification and oath of the Nolan Act application that the 
applicant was a citizen of a certain country is sufficient to establish 
prima facie his citizenship.** Such averment in the oath is not hearsay 
evidence. In no case apparently was evidence contrary to the 
averment ever introduced. In Owen v. Heimann, even the averment 
of citizenship previously made in the oath of another application was 
held sufficient. An interesting situation arises where the citizenship 
of the Nolan Act applicant has changed during the period covered by 
the Nolan Act. For example, under the facts of Ex parte Karnet,® 
a United States application was filed in 1914 when Karnet was a 
subject of the Emperor of Austria. This application became aban- 
doned for failure to pay the final fee in 1920. In 1921 applicant 
applied for renewal under the provisions of section 2 of the Act. At 
this time he was a citizen of Roumania. The Commissioner decided 
that Karnet must prove reciprocity of the Roumanian laws. 

Thus it was here established that the citizenship of the applicant at 
the time he applied for the benefits of the Nolan Act was determining 
and not his citizenship at the time of the original filing of his applica- 


87 Seror v. Dick supra note 38; Owen v. Heimann, supra note 36; Mitchelin 
v. Hayes Wheel Co., 300 Fed. 458 (E. D. Mich. 1924); rev’d on other grounds, 
14 F. (2d) 110 (C. C. A. 6th, 1926). 

68 Mitchelin v. Hayes Wheel Co., supra note 67. 


69 1921 C. D. 58, 285 O. G. 571 (1921). 
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tion. In an unpublished decision rendered in May of 1921,7° however, 
the Commissioner expressed doubt as to which citizenship should con- 
trol in a very similar situation, but came to no decision since such de- 
termination was unnecessary to resolve the issue before him. The 
position taken in the Karnet case was again tacitly affirmed in the 
Patent Office in Ex parte Moskovitz™ but this case is not directly in 
point since inconsistent averments of citizenship of the applicant 
were made at the time of his petition for the benefits of the Act. 


The position of the Office in this matter has apparently not been 
reversed by the courts. The Office appears justified in its position. 
The Act can fairly be said to infer such a holding. Although it is 
possible that such an interpretation might cause hardship on certain 
inventors, especially where their change in citizenship was involuntary 
as a result of the war, any other interpretation, if consistently applied, 
would have equal probability of hardship upon other foreign inventors. 

The benefits of sections 4, 5, and 6 are not limited by citizenship 
clauses. It should be noted that while the first portion of section 6 
is limited to persons serving abroad with the forces of the United 
States, the Commissioner held that the allegation of service with the 
armed forces of the United States was sufficient, without the alle- 
gation that such service was abroad, to obtain the benefits of this 
section of the Act.’* The remedial nature of the Act would justify a 
construction in favor of such inventor. 

In several cases attempts were made to indirectly secure a judicial 
review of the question of whether the foreign state did grant reci- 
procity to United States citizens in such measure as to meet the 
requirements of the Nolan Act in sections 1 and 2. In such cases 
the adverse party first made the contention that no proof of reci- 
procity had been offered by the Nolan Act applicant. The courts have 
uniformly held that the finding of the Commissioner of Patents that 
reciprocity existed was sufficient to establish the fact prima facie." 
The courts never found it necessary to determine whether the Com- 
missioner’s finding of reciprocity would be conclusive and binding on 
the court since no proof to the contrary was ever introduced, but the 
courts indicated that it would be so held. If it were considered 
conclusive it would have certain obvious advantages. Policy alone 
would require a consistent ruling on such question which perforce 


70 See file of United States Patent No. 1,558,210 to Pokrzynwicki, Commis- 
sioner’s Decision of May 24, 1921. 


71 1925 C. D. 143, 341 O. G. 6 (1925). 
72 Ex parte Giller, 1921 C. D. 57, 285 O. G. 571 (1921). 


738 Seror v. Dick, supra note 38; Owen v. Heimann, supra note 36; Scalione 
v. Bosch, supra note 57. 
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will serve every inventor of a particular country who seeks the bene- 
fits of the Nolan Act. 

The Patent Office did not doubt that the determination of the 
existence of reciprocity came under the discretionary powers of the 
Commissioner. In April of 1921, the Commissioner departed from the 
issue before him in Ex parte Hackett ** to discuss reciprocity under 
the Nolan Act and suitable proof thereof. He announced that proof 
of reciprocity submitted by any one applicant, would, if satisfactory, 
serve for all other applicants of the same country and notice of the 
determination of reciprocity for such country would be published in 
the Official Gazette. A similar procedure had previously been uti- 
lized by the Patent Office in determining reciprocity under the Act 
of 1916."° 

The procedure without a doubt places a heavy burden on the first 
applicant from a particular country. According to Commissioner 
Robertson’s criteria, such applicant may prove reciprocity by one of 
two means: By the affidavit of one qualified to know the patent laws 
of the particular foreign country which sets out the laws of that 
country relating to extension of rights of priority and the law dealing 
with revival of lapsed patents or applications, and it should also 
state what the practice has been and now is with respect to preserving 
the rights of United States citizens and finally the extreme limits of 
extensions granted should be specified. Or, a “statement by the 
competent authorities of a foreign government upon the points indi- 
cated would be considered as highly satisfactory in lieu of the testi- 
mony of an expert.” 

While the first method is more readily available to the average 
applicant, it is of doubtful value to both the applicant and the Patent 
Office. Applicant cannot be certain that the qualifications of the 
expert he selects will be favorably regarded by the Office. From the 
Office standpoint, there should naturally be a great hesitancy to declare 
reciprocity upon such proof, particularly since this finding will suffice 
for all inventors of that country and will also be the basis of rights 
created against the public. The second method can well be said to 
be relatively impossible for the average applicant. Yet it is proposed 
as highly satisfactory by Commissioner Robertson and perhaps right- 
fully so. Before taking a positive stand as to the best method of 
declaring and determining reciprocity it is believed that another factor 
should be considered. 


74285 O. G. 795, 1921 C. D. 63 (1921). 


75 Act of August 7, 1916, Public 213, H. R. 13,982, 64th Cong.; 230 O. G. 1. 
The reciprocity of the following countries was recognized under this Act: 
Great Britain, Germany, France, Italy, Switzerland, Spain and Hungary. 
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Let us assume that ample proof of the nature of the laws of a 
foreign country is placed before the Patent Office. Then there is still 
the question as to whether the nature of such laws constitutes “sub- 
stantially reciprocal privileges” so far as citizens of the United States 
are concerned. 

In view of the differences between the patent laws of foreign coun- 
tries and our own patent law it cannot be expected that complete 
reciprocity can be established and even the requirement of substantial 
reciprocity will leave considerable doubt in many cases. To illustrate 
this let us consider the situation of a patent that had been granted 
before the war. As was pointed out before, under our law a patent 
does not expire before the end of the term fixed by statute.** Accord- 
ingly, no intervening rights could come into existence during the war 
in this country. On the other hand, the foreign patents of United 
States inventors may have lapsed for nonpayment of the annual 
fees during the war and if revived, they are subject to the rights of 
intervening users. Thus it appears that the patents of foreign inven- 
tors in this country remained in full force, while the patents of United 
States citizens in foreign countries may have become burdened with 
intervening rights. The reciprocity thus is not complete as far as 
our inventors are concerned. It can, however, be argued on the other 
side that we did not give substantial reciprocity to foreign inventors 
as our law does not provide for the revival of patents and the foreign 
country might therefore refuse to allow the revival of patents of 
United States citizens.” 

Some light is shed on this phase by the dicta in Commissioner 
Robertson’s opinion in Ex parte Hackett. The Commissioner pointed 
out that the degree or type of reciprocity necessary to be shown to 
meet the requirements of section 1 of the Act should differ substan- 
tially from that necessary for section 2. Reciprocity sufficient for sec- 
tion 1 would be satisfied in the Commissioner’s opinion by a foreign 
law “which extended these rights of priority (for filing of applications 
by United States citizens based on previously filed applications in the 
United States) up to the limits set in the Berne Agreement or up to 
the limits set by the reservation made by Great Britain in ratifying 
that convention.” 

Congress apparently left the determination of reciprocity solely to 
the discretion of the Commissioner.7* Yet, considering that the im- 


76R. S. 4884, supra note 33. 

77 The contention of lack of reciprocity was rejected by the German Supreme 
Court, 114 Entscheidungen des Reichsgerichts in Zivilsachen (1926) 252; Blatt 
fiir Patent-, Muster- und Zeichenwesen (1927) 30. 

78 Reciprocity of the following countries was recognized by the Commissioner 
on the dates indicated: Great Britain, 286 O. G. 205 (May, 1921), modified, 
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mediate purpose of the Nolan Act was to comply with the reciprocity 
provisions of the Berne Agreement, it was practically mandatory upon 
the Commissioner to adopt the same standards as set forth by that 
Agreement. 


Turning to the reciprocity required under section 2, the Com- 
missioner pointed out that the requirements here are more specific. 
For example, the extension which could be granted the foreign in- 
ventor under this section was limited to exactly the extension granted 
by the foreign state if such were less than a year.”* But under both 
sections of the Act, the determination of, shall we say, the quality of 
the substantially reciprocal privileges was impliedly left to the 
discretion of the Commissioner. Even though the extensions granted 
by foreign states were of the proper duration, it was still in the 
province of the Commissioner to refuse the benefits of the Nolan Act 
if such extensions did not include substantive rights of the same 
degree as those given the foreign inventor by the Nolan Act.*° 


The reciprocity provision of the Nolan Act and of the international 
arrangements raises another difficult question. Even if the Patent 
Office held that such reciprocity existed at the time the foreign inventor 
took advantage of the Nolan Act, our courts and the courts of the 
foreign countries are not bound by such administrative finding and 
may reach a different conclusion. Assuming a tribunal of a foreign 
country should decide later that United States citizens were not 
entitled to the benefits of the foreign law, should such holding be 
sufficient to declare all patents granted under the Nolan Act to 
inventors of such foreign country invalid? It is believed that such 
result is unavoidable as the reciprocity is a condition precedent to the 
granting of any benefits under the Nolan Act to foreign inventors and 
the Patent Office would be without authorization to grant patents 


287 O. G. 597 (July, 1921); Sweden, 286 O. G. 645 (May, 1921); France, 
Switzerland, and Australia, 287 O. G. 1 (June, 1921); Austria, 288 O. G. 635 
(uly, 1921), modified 291 O. G. 677 (Oct., 1921); Spain and Canada, 288 

G. 635 (July, 1921); Netherlands and Luxemburg, 290 O. G. 437 (Sept., 
teal); ; Czechoslavakia, 290 O. G. 649 (Sept., 1921); Belgium and Germany, 
291 O. G. 677 (Oct., 1921) ; French Zone of Shereefian Empire, 292 O. G. 437 
(Nov., 1921); Tunis, 293 O. G. 219 (Dec., 1921); Italy, 295 O. G. 889 (Feb., 
1922) ; Denmark, 296 O. G. 1 (March, 1922); New Zealand, 298 O. G. 871 
(May, 1922); Kingdom of Serbs, Croats and Slovenes, 299 O. G. 1 (May, 
1922); Hungary, 299 O. G. 237 (June, 1922); Norway, 301 O. G. 1 (July, 
1922) ; Cuba, 301 O. G. 187 (Aug., 1922); Poland, 312 O. G. 397 (June, 1923). 


79 Accordingly reciprocal limits on the extension granted were imposed on 
the following countries: (Orders supra note 78.) Great Britain, Austria, 
Luxemburg, Netherlands, Italy, Denmark, New Zealand, and Cuba. 

8° Thus in the case of applicants of Great Britain and New Zealand, the 
Commissioner imposed a condition that such applicants state that their delay 
was caused by the war. This was in reciprocation to a similar requirement 
oy by these countries on United States inventors. The Orders are supra 
note 78. 





PATENT RIGHTS AFFECTED BY WAR 189 


under the Act in the absence of reciprocity.** It is also conceivable 
that not only by judicial decisions but by a change of the foreign 
patent laws our citizens are denied the reciprocity that existed for a 
short time. It needs no argument to state that under the Nolan 
Act reciprocity was presumed to exist for substantially equal periods 
and not to be merely transitory. 

Many of the difficulties with respect to reciprocity would disap- 
pear if the foreign country that wishes to claim any benefits for its 
citizens under our law submits proof of the rights granted to our 
citizens so that such proof would furnish the basis upon which a 
finding of reciprocity could rest. Such an official statement by the for- 
eign government would appear to have some binding and restraining 
effect upon such government against an immediate change of its 
laws. It would also be advisable to make not the reciprocity itself, 
but the determination of reciprocal conditions by a fact finding com- 
mission the basis of granting benefits to foreign inventors. A close 
analogy is available in the Presidential Proclamations issued under our 
copyright law with respect to the existence of reciprocity.** This 
approach would appear to give a more certain basis for determining 
this question than either of the methods suggested by Commissioner 
Robertson. That the reciprocity requirement seems to conflict with 
article 2 of the International Convention for the Protection of Indus- 
trial Property may be noted in passing.** 

In several instances the difficulty of proving reciprocity to the 
satisfaction of the Patent Office resulted in a delay of recognition of 
reciprocity to a time past one or more of the periods prescribed in 
the Nolan Act.** If applicants from these countries were thereby 
barred from the benefits of the Nolan Act it would admittedly be 
an unnecessary hardship, but under the method adopted by the Patent 
Office for the recognition of reciprocity it was probably not possible 
to shorten the time necessary to comply therewith. Thus it was nec- 
essary for the Patent Office to adopt a procedure not expressly author- 
ized by the Act. During the prescribed periods of the Nolan Act, the 


81 Compare the invalidity of a reissued patent in the absence of fulfilling the 
precedent condition of inadvertence, accident and mistake upon which the Com- 
missioner’s authority to grant a reissue is based. James v. Campbell, 104 U. S. 
356, 371, 26 L. ed. 786 (1881); Mahn v. Harwood, 112 U. S. 354, 360, 5 Sup. 
Ct. 174, 28 L. ed. 665 (1884). 


82 Copyright Act, 1908, 35 Stat. 1075-1088 (1908), 17 U. S. C. §1 (1934). 

83 International Convention signed 1883 in Paris; revised 1911, Washington, 
2 U. S. Treaties AND ConvENTIONS, 2953, 204 O. G. 1011 (1914) ; revised 
1934, London, 50 La Propriété Industrielle (1934) 89. 

84 Supra note 78. Of the 23 countries recognized, the recognition of 15 was 
delayed past the six months period for filing under § 1 and recognition of 7 coun- 
tries was delayed past the 12 months period of extension under §2 of the 
Nolan Act. 

5 
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Office permitted the filing of applications under section 1 and amend- 
ments and renewal applications under section 2 and then withheld 
action on such until satisfactory proof of reciprocity of the applicant’s 
country was filed and recognized.*® This procedure on the part of 
the Office is commendable and in full accord with the spirit of the 
Nolan Act but it might have been simpler and more economical of 
time to have adopted a different method for the recognition of reci- 
procity, perhaps along the lines suggested herein. 


In one situation there is an indication that the Office could not 
prevent some hardship on the Nolan Act applicant who had difficulty 
in proving reciprocity. This arises in connection with payment of 
the final fee under section 2 of the Act to thereby revive an applica- 
tion which had been abandoned by failure to pay the final fee. 


If the final fee is tendered by the foreign inventor within the year 
prescribed by the Act but the reciprocity of his country is not recog- 
nized for six months or a year after the expiration of the Nolan Act 
period, must the Office return the fee after three months in accordance 
with the provisions of Rule 167? **® It was so stated by way of dictum 
in Ex parte Goldman.“ In that case an application of a Polish citizen 
became abandoned for failure to pay the final fee in June of 1920. 
No tender of the fee was made during the period prescribed by section 
2 of the Nolan Act. The reciprocity of Poland was not recognized 
until June of 1923. In February of 1924 the applicant tendered the 
fee and claimed the benefits of section 2 on the ground that Poland 
still permitted United States citizens to pay final fees on similar 
applications. The Commissioner naturally rejected this contention 
since it was directly contradictory to the express provisions of the 
Act. The Commissioner stated that even if the final fee had been 
tendered in the proper period it would have been returned after the 
expiration of three months, but it is submitted as very probable that 
the Office would in some manner have deferred the issue of such appli- 
cation pending proof of reciprocity rather than declare applicant’s 
rights forever lost. Of course, the applicant could avoid this con- 
tingency by merely filing a renewal application within the proper 
period instead of paying the final fee on the abandoned application. 


85 Ex parte Rechnitzer, 285 O. G. 572 (1921). Such action must obviously 
have been taken with respect to all patents granted to inventors of countries 
whose reciprocity recognition was delayed past the periods of the Nolan Act. 
Note, for example, Patent No. 1,558,210 to Pokrzynwicki, a citizen of Poland. 


86 RuLes oF Practice, UNitep States PATENT Orrice; R. S. 4885, 16 Stat. 
201 (1870) 35 U. S. C. § 41 (1934). 


87 1925 C. D. 117, 340 O. G. 556 (1925). 
88 Supra note 78. 
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This choice of procedure was pointed out by the Commissioner on 
several occasions.*® 

Having discussed the citizenship and reciprocity conditions which 
are found in the Act, several further issues remain with respect to 
other procedural requirements. One concerns the question of what 
constitutes an “application for patent” under the first two sections 
of the Act. How many of the essential formal elements must be com- 
plied with before the application will be sufficiently complete to re- 
ceive the benefits of the Nolan Act? 

In the case of Jn re Jollenbeck,®® the foreign applicant had filed in 
Germany in 1916 and in France in 1919, where the patent issued in 
May of 1920. Applicant then filed in the United States on June 26, 
1920. This application as filed did not contain an oath executed 
by the inventor but in lieu thereof, contained a verification by his 
attorney plus the averment that there were no United States consular 
offices in Germany where the inventor could execute a proper oath. 
Prior to June 15, 1920, the Patent Office had accepted applications 
thus verified. The Patent Office refused to accept this application and 
thus matters stood until February of 1922 when the applicant filed 
a proper oath and petitioned the reinstatement of the application by 
force of section 1 of the Nolan Act. The period for filing under sec- 
tion 1 had expired at the time this oath was filed so the issue was 
clearly whether the original papers, filed without a proper oath, con- 
stituted an application for patent within the scope of section 1, for 
only by the force of that section could the inventor’s rights in thei 
United States be preserved. The Commissioner denied the petition 
and an appeal was prosecuted to the Court of Appeals for the District 
of Columbia. 

The court laid emphasis on the remedial nature of the Nolan Act 
and therefore attributed a broad and comprehensive meaning to the 
term “applications” of section 1. The court referred to the wartime 
practice of the Patent Office in accepting applications in which the 
oath was executed before unqualified officers or in which the petition, 
specification, and oath were all executed by agents of the inventor, 
and pointed out that the patents granted on such defective applica- 
tions were expressly validated by section 5 and 4 respectively of the 
Act. In view of these express provisions in the Act, the court felt 
that Congress intended that relief should be given in the situation 


89 Ex parte Karnet, supra note 69; Ex parte Mosbacher, 1921 C. D. 59, 285 
O. G. 571 (1921). Note that under modern practice renewal of a forfeited 
application is not possible but the Commissioner may accept a delayed final fee. 
R. S. 4885, as amended by Act of Aug. 9, 1939, 53 Stat. 1293 (1939). 35 U. S. 
C. § 41 (1934). 


9011 F. (2d) 561, 56 App. D. C. 175 (1926). 
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at bar and accordingly held that Jollenbeck’s originally filed papers 
constituted an application entitled to the benefits of the Nolan Act. 

This decision of course did not draw the line as to just how many 
of the customary formal elements might be lacking in papers filed 
as an application before it is insufficient to be entitled to the benefits 
of section 1. The question cannot accurately be resolved in advance 
but must depend on the facts of any case arising. It should be men- 
tioned though that when considering the sufficiency of applications 
executed by agents, the agents must be authorized to execute such ap- 
plication ** to entitle it to any consideration. 

No especial procedural problems were raised by section 2 of the 
Nolan Act for the Office applied an adaption of its regular rules to 
determine the sufficiency of amendments filed under this section, 
namely, that the amendment be fully responsible to the last Office 
action entered in the case before its abandonment. A petition to rein- 
state an abandoned application under section 2, unaccompanied by a 
fully responsive amendment would be denied as not meeting the 
requirements of the Act.®* If abandonment had been caused by 
failure to pay a final fee, the applicant was permitted the choice of 
paying the final fee or renewing the abandoned application.” 

It was apparently not necessary for an applicant who received any 
of the benefits of the Nolan Act to expressly petition for such benefits. 
So long as the record of the application revealed that he was prima 
facie entitled to any of the benefits of the Act, and the application 
could not have been entertained by the Patent Office except by force 
of the Nolan Act, the courts have assumed that the Patent Office per- 
formed its proper duties and permitted the issuance of a patent on 
such application under the Nolan Act, even though no indication of 
such fact appears in the record or on the face of the patent.** Like- 
wise by express wording of the Act, an application filed prior to the 
passage of the Nolan Act may receive the benefits thereof if other- 
wise entitled, especially the priority benefits of section 1. Thus a 
delay in the filing of a divisional application which occurred prior to 
the Act was later excused in an infringement suit by virtue of the 
unsolicited benefits of the Nolan Act.°® In another instance, a 
French inventor filed in the United States more than a year after he 


91 Chemical Foundation, Inc. v. General Aniline Works, 99 F. (2d) 276 
595) A. 3d, 1939); cert. den., 305 U. S. 654, 59 Sup. Ct. 249, 83 L. ed. 423 
92 Ex parte Rechnitzer, supra note 85. 
98 Supra note 89. 
94 Mackenzie-Kennedy v. United States, supra note 64; Novadell Process 
Corp. v. J. P. Meyer & Co., 35 F. (2d) 697, 701 (1929). 
_ _— Co. v. Westinghouse E. & M. Co., 19 F. Supp. 403 (W. D. 
a. ’ 
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had filed in France and in the period prior to the Act. His oath 
averred in good faith that the French patent had not issued. It later 
turned out that the French patent had issued a few days prior to his 
filing in the United States but he was not informed of the fact. The 
United States patent granted him was declared valid in a later infringe- 
ment suit % by force of section 1 although the inventor had never 
made any attempt to obtain its benefits. 

Outside of the limited exceptions under section 1 already dis- 
cussed, the courts and the Patent Office have refused to receive appli- 
cations, petitions to renew abandoned applications, or amendments to 
abandoned applications which were filed later than the periods pre- 
scribed by the Act and the sole excuse offered for the delay was 
based on conditions arising from the war.°* The Nolan Act was 
interpreted to be the final relief available for the impairment of patent 
application rights caused by the war.** It was liberal relief since it 
did not require any showing on the part of the applicant that the fail- 
ure to file an application or pay a fee or take any action was due to 
causes arising out of the war.*® In fact, even an applicant who had 
suppressed his foreign invention, or who had no intention of secur- 
ing patent rights in the United States, could file under the Nolan Act 
without making any explanation.‘ The soundness of the interpreta- 
tion of the Nolan Act as the final relief from the effects of the war 
cannot therefore be criticized. 

The introductory phrases of the Nolan Act fully justify its popular 
conception of being merely an extension of the rights of priority un- 
der R. S. 4887, although, as has been shown, many other purposes 
were effectuated. It should however be pointed out that all applica- 
tions filed under section 1 were subject to all other restrictions and 
benefits of R. S. 4887. Thus the abandonment of the foreign patent 
upon which priority rights were based had no effect on the validity 
of the corresponding United States application filed under section 1 
of the Act.’ Such foreign filing date is accepted as the date of con- 


96 Chapman-Stein Co. v. Rust Engineering Co., 5 U. S. P. Q. 495 (W. D. 
Pa. 1930); aff'd, 57 F. (2d) 38, 12 U. S. P. Q. 521 (C. C. A. 3d, 1932), 
cert. den., 287 U. S. 625, 53 Sup Ct. 79, 77 L. ed. 543 (1932). 

97 Ex parte Hildebrandt, 1925 C. D. 50, 337 O. G. 3 (1922); Ex parte Bauer, 
1925 C. D. 62, 338 O. G. 970 (1922). 

98 See Robertson v. General Electric Co., 32 F. (2d) 495, 1 U. S. P. Q. 145 
(c an A. 4th, 1929), cert. den., 280 U. S. 571, 50 Sup. Ct. 28, 74 L. ed. 624 

99 Except to citizens of Great Britain and New Zealand who were restricted 
because of similar treatment of U. S. inventors in those countries; see supra 


note 80. 
100 See file of U. S. Patent No. 1,511,754 to Connstein and especially Inter- 
og - 46,986, Eoff v. Connstein, Dec. Bd. of App., July 12, 1923, App. 
oO. ; 


101 Kling v. Haring, supra note 36. 
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structive reduction to practice’®* and the burden of proof in an 
interference may be shifted on the basis of that date of constructive 
reduction to practice.*°* The United States application filed under 
section 1 must be for the same invention as the previously filed for- 
eign application. Whether it is for the same invention is measured 
by the entire specification of the foreign application and not by the 
claims alone.*** The corresponding United States application need 
not disclose nonessential details of the invention within the purview 
of mechanical skill.1°° The objection of double patenting does not 
apply to a generic application filed first, abandoned and then revived 
under the Nolan Act because a later filed specific application, showing 
generic structure, was issued prior to the revival.1°* The two appli- 
cations are treated as copending and the usual rules apply, permitting 
issuance of the generic claims in the second patent. 

The question might be raised as to whether the time for filing reissue 
applications and disclaimers was extended by the Nolan Act. The 
filing of disclaimers appears outside the wording of the Act since it 
speaks only of rights for filing of applications and rights for taking 
of any action with respect to an application. A delayed application for 
reissue, however, can be said to come within the wording of the Act. 
Whether Congress so intended is not clear. There seems to be little 
reason for denying an extension of time to file to a bona fide reissue 
applicant who had been delayed by the war, especially if the foreign 
applicant under section 1 can file broad claims which cover the devel- 
opment of the art in the period he had been delayed from filing. There 
is slight judicial treatment of the relation of reissue applications to 
the Nolan Act. In one case, Otis Elevator Co. v. Atlantic Elevator 
Co.,1°* Judge Learned Hand stated that it would be unfair to charge 
a patentee with laches in reissuing during the period of disrupted com- 
munications following the war. He nevertheless rejected a contention 
that the period from 1916 till 1922 should be deducted from consid- 
eration of laches by force of the Nolan Act and placed the rejection 
on two grounds: first, that Congress evidenced no intent that the Act 


another patent? See on this point Federal Yeast Corp. v. Fleischman Co., 
supra note 61 and (1941) 9 Geo. Wasn. L. Rev. 363. 


103 Kling v. Haring, supra note 36; Lamb v. Guillemard, supra note 57; 
Owen v. Heiman, supra note 36; Prescott v. Michelin, 17 F. (2d) 863, 57 
yy C. 104 (1927); De Jahn v. Gauss, 23 F. (2d) 762, 57 App. D. C. 341 
(1927). 

104 Tatour Corp. v. E. B. Latham Co., 23 F. Supp. 869 (S. D. N. Y. 1938) ; 
Armstrong v. Levy, 29 F. (2d) 953, 58 App. D. C. 293 (1929). 

105 American Tri-Ergon Corp. v. Coe, 30 F. Supp. 83, 43 U. S. P. Q. 178 
(D. D. C. 1939). See also 44 U. S. P. Q. 492 (1939). 

106 Kaplan v. Robertson, 50 F. (2d) 617 (D. Md. 1931). 


107 47 F (2d) 545, 8 U. S. P. Q. 356 (C. C. A. 2d, 1934). 
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should apply to reissue applications, and second, that if there was such 
intent, the reissue application would have to have been filed prior to 
March 3, 1922. The second ground stated necessarily leaves an im- 
plication that a delayed reissue application filed within the Nolan Act 
period might receive the benefit of the Act in tolling the delay. 

The foregoing review has covered with few exceptions the inter- 
pretation, workings and problems raised or suggested by the Nolan 
Act of 1921. Such a background of experience should prove to be 
a substantial foundation for remedial legislation in the patent field 
which will no doubt be necessary at the conclusion of the second 
world war. Therefore our conclusion will take the form of suggestions 
pertaining to such legislation in order that it may include all the meri- 
torious features of the Nolan Act while at the same time reducing the 
undesirable features which inadvertently found their way into the Act. 

Such future legislation should clarify the extent of protection of 
intervening rights, especially where they are “rights in patents and 
applications for patent” and similarly the extent of the rights given 
to foreign inventors in cases of such intervening rights. 

A proclamation of the existence of reciprocal conditions on the 
basis of proof submitted by the foreign countries should be the basis 
for granting benefits to the citizens and residents of such foreign 
countries or the reciprocity provision should be dropped altogether in 
the case of citizens and residents of the countries adhering to the 
International Convention in accordance with article 2 of the Con- 
vention. 

In order to avoid any future question of constitutionality of an 
Act similar to the Nolan Act and in particular section 1 thereof it is 
suggested that the Commissioner be given at this time the right to 
accept applications after expiration of the time now fixed by R. S. 
4887, and to give such applications the benefit of the foreign filing 
date where the delay in filing is caused by war or other unavoidable 
circumstances.*°* This would in effect be similar to the discretion 
that the Commissioner already has with regard to pending applica- 
tions by the revival statute. 

The Nolan Act extended the time for filing applications in some 
cases for more than seven years after the foreign application. As our 
patents run for seventeen years from the issue date and considerable 
time is allowed for prosecution in the Patent Office for interferences 
and appeals, the protection obtained under the Nolan Act may 


108 Bill H. R. 10027, 76th Cong., Ist Sess. (1940), which is similar to the 
Act of Aug. 17, 1916, supra note 75, provides for extension of time for filing 
applications but limits such extensions to nine months and, therefore, would not 
avoid the retroactive effect of legislation similar to the Nolan Act. 
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extend to a much longer time here than in other countries.’ Since 
patents often become of commercial importance only after many years, 
the foreign inventor who in some cases perhaps deliberately delays 
his application for many years, may be in a better position and obtain 
longer protection than the domestic inventor or a diligent foreign 
inventor who notwithstanding the difficulties of the present time 
files his application promptly."*° To do justice to the diligent inventor 
and to prevent unjustified extensions of the monopolies granted to 
inventors, the possibility of limiting the term of patents granted on 
applications filed more than a year after the corresponding filing 
date should be considered. This might be done by counting the 17 
years period either from the actual filing date in this country or from 


the date the application would have been filed in the absence of the 
extensions. 


109 In England, a patent filed under the International Convention will expire 
16 years after the date of the foreign application. In Germany the patent runs 
for eighteen years beginning with the actual filing date, while in our country the 
term of the patent starts with the issue of the patent. 


110 The Wohl patent 1,971,888, supra note 63, issued Aug. 28, 1934, i.e. more 
than 18 years after the corresponding German filing date. See also (1940) 32 
INDUSTRIAL AND ENGINEERING CHEMISTRY, INDUSTRIAL EpiTIoNn, 1294-1298. 
The Levy patent 1,734,038, supra note 104, issued Nov. 5, 1929. This super- 
heterodyne patent is believed to be of considerable interest in the field of wire- 
less communication. Vogt patent 2,191,404, supra note 105, not yet issued, 511 


O. G. 764 (1940). This patent is of importance to the motion picture industry. 
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EDITORIAL NOTES 


THE EspionaGE ACT AND CERTAINTY IN STATUTORY OFFENSES 
RELATING TO NATIONAL DEFENSES 


The war in Europe, and this country’s preparedness program, tend 
to focus the attention of lawyers upon the legislation now in force 
relating to espionage, which has lain dormant on the statute books 
since the first World War and its aftermath. A recent decision by 
the United States Supreme Court in the cases of Gorin v. United 
States and Salich v. United States,’ sustaining convictions under the 
so-called Espionage Act of 1917,? serves to illuminate the attitude the 
courts will take in their interpretation of these statutes. 


Mikhail Nicholas Gorin and Hafis Salich, the two petitioners in 
that case, were convicted under a joint indictment in three courts, 
charging (1) violation of section 1 (b), by allegations in the words 
of the statute of obtaining documents “connected with the national 
defense ;” (2) violation of section 2 (a), in delivering and inducing 
the delivery of these documents to the defendant Gorin, the agent of 
a foreign nation; and (3) violation of section 4, by conspiracy to 
deliver them to a foreign government and its agent just named.* 


1312 U.S 19, 61 Sup. Ct. 429, 85 L. ed. 356 (1941). 
240 Stat. 217 (1917), 50 U. S. C. §§ 31-38 (1934). 


3“Title 1. Espionage. Section 1. That (a) whoever, for the purpose of ob- 
taining information respecting the national defense with intent or reason to 
believe that the information to be obtained is to be used to the injury of the 
United States, or to the advantage of any foreign nation, goes upon, enters, 
flies over, or otherwise obtains information concerning any vessel, aircraft, 
work of defense, navy yard, naval station, submarine base, coaling station, fort, 
battery, torpedo station, dockyard, canal, railroad, arsenal, camp, factory, mine, 
telegraph, telephone, wireless, or signal station, building, office, or other place 
connected with the national defense, . . . or any place in which any vessel, 
aircraft, arms, munitions, or other materials or instruments for use in time of 
war are being made, prepared, repaired, or stored, . . .; or (b) whoever, for 
the purpose aforesaid, and with like intent or reason to believe, copies, takes, 
makes, or obtains, or attempts, or induces or aids another to copy, take, make, 
or obtain, any sketch, photograph. photographic negative, blue print, plan, map, 
model, instrument, appliance, document, writing or note of anything connected 
with the national ‘defense ; . . . Shall be punished by a fine of not more than 
$10,000, or by imprisonment for not more than two years, or both. 

“Section 2. (a) Whoever, with intent or reason to believe that it is to be used 
to the injury of the United States or to the advantage of a foreign nation, 
communicates, delivers, or transmits, or attempts to, or aids or induces another 
to, communicate, deliver, or transmit, to any foreign government, or to any 
faction or party or military or naval force within a foreign country, whether 
recognized or unrecognized by the United States, or to any representative, 
officer, agent, employee, subject, or citizen thereof, either directly or indirectly, 
any document, writing, code book, signal book, sketch, photograph, photographic 
negative, blue print, plan, map, model, note, instrument, appliance, or informa- 
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The facts proved were, in substance, that Salich, a naturalized, 
Russian-born citizen, employed as a civilian investigator for the 
United States Naval Intelligence branch office at San Pedro, Cali- 
fornia, had delivered the contents of certain reports on file in that 
office to Gorin, an agent of the U. S. S. R., for substantial pay. These 
reports were concerned, for the most part, with activities of Japanese 
nationals in the United States, and the operations along the west 
coast of Japanese fishing boats, suspected of espionage. 


The petitioners maintained that in order to justify a conviction 
under these sections of the Act, it must be found that the information 
obtained and delivered was connected with the specifically enumerated 
places and things set out in section 1 (a). They reasoned that to 
interpret the statute to include information connected with or relating 
to the national defense other than that relating to those specific places 
and things would make the Act so indefinite that it would be uncon- 
stitutional as violative of the due process clause of the Fifth Amend- 
ment. 

The trial court * instructed the jury that there were four elements 
to the crime charged: (1) the fact of taking or obtaining must be 
established; (2) there must be a purpose of obtaining information 
respecting the national defense; (3) there must be an intent or reason 
to believe that the information so obtained was to be used to the 
injury of the United States, or to the advantage of Russia; (4) the 
information so taken must, in fact, relate to the national defense. In 
regard to (3), the court said that if there was no intent and no reason 
to believe on the part of either defendant that in so exchanging infor- 
mation there would result an injury to the United States, or advan- 
tage to the Soviet Union, then the defendants should be acquitted. 
As to the fourth element, the jury was told that the documents or 
information need not necessarily be vitally important or actually injur- 
ious, but must be connected with, or related to national defense. The 
instructions then said: 


. for the purpose of prosecution under these statutes, the 
information, documents, plans, maps, etc., connected with these 
places or things (mentioned in the statute) must directly relate 
to the efficiency and effectiveness of the operation of said places 
or things as instruments for defending our nation . . . the con- 


tion relating to the national defense, shall be punished by imprisonment for not 
more than twenty years... . 

“Section 4. If two or more persons conspire to violate the provisions of 
sections two or three of this title, and one or more of such persons does any act 
to effect the object of the conspiracy, each of the parties to such conspiracy 
shall be punished as in said sections provided in the case of the doing of the 
act the accomplishment of which is the object of such conspiracy . 


# District Court of the United States for the Southern District of California. 
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nection must not be a strained one nor an arbitrary one. . . 
The relationship must be reasonable and direct . . . Whether or 
not the information obtained by any defendant in this case, con- 
cerned, regarded, or was connected with the national defense is 
a question of fact solely for the determination of this jury. 


The petitioners contend that the court should have held that the 
reports were not connected with the national defense, since it was 
not shown that they were connected with the places or things men- 
tioned in section 1 (a) of the Act, and then directed a verdict of 
acquittal. 

The Circuit Court of Appeals sustained the convictions.° The 
United States Supreme Court granted certiorari, and, speaking 
through Mr. Justice Reed, held that it is a crime to obtain or deliver, 
in violation of the intent and purposes specified, the things described 
in section 1 (b) and 2 (a) of the Espionage Act without regard to 
their connection with the places or things set out in section 1 (a) ; 
that this construction of the statute does not operate to make the 
law so vague and uncertain as to deprive a person of the ability to 
pre-determine whether a contemplated action is criminal under its 
provisions; and that the question of whether the reports were related 
to national defense was correctly left to the jury. 

It is not the purpose of this note to criticize the first conclusion 
reached by the Court. It is supported by a common sense view of 
the whole Act. The Court reviewed the legislative history, finding 
that the intention of Congress was to give flexibility to the places and 
things designated. This was indicated by the adoption of section 6° 
in conference committee’ after a House definition of “national de- 
fense” had been rejected. It is pointed out that the clause “or other 
place connected with national defense,” included in section 1 (a) is 
an instance of the usual manner of protecting enactments against inad- 
vertent omissions. An illustration of the awkwardness of the con- 
struction contended for by the petitioners follows: 


If a government model of a new weapon were obtained or 
delivered, there seems to be little logic in making its transfer a 
crime only when connected in some undefined way with the places 
catalogued under 1 (a). 


5111 F. (2d) 712 (C. C. A. 9th, 1940). 

® This section gives the President power to designate additional places to be 
protected by §1 (a). 

755 Conc. Rec. 3306 (1917). 


8 “Section 1202. The term ‘national defense’ as used herein shall include any 
person, place, or thing in anywise having to do with the preparation for or the 
consideration or execution of any military or naval plans, expeditions, orders, 
supplies, or warfare for the advantage, defense, or security of the United States 
of America.” 
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By this construction, the Act is too vague and indefinite to be 
valid, according to the petitioners. Before discussing the Supreme 
Court’s answer to this attack, it is interesting to note the rather 
gingerly treatment of the point by the Circuit Court of Appeals. 

That tribunal first expressed doubt as to whether the question of 
constitutional validity were open to decision in view of the language 
in previous cases of prosecution under the Espionage Act.® These 
cases, however, involved sections 3 and 4, which prescribe punish- 
ment for seditious or disloyal acts or words in time of war, and 
conspiracies to violate sections 1, 2, or 3. The two sections questioned 
were held constitutional, without reference to sections 1 and 2. Evi- 
dently realizing that no escape was open by virtue of those holdings, 
the court proceeded to review cases wherein various statutes were 
held sufficiently definite or fatally indefinite.*° Its conclusion was 


® Schenck v. United States, 249 U. S. 47, 39 Sup. Ct. 132, 63 L. ed. 470 
(1918) ; Frohwerk v. United States, 249 U. S. 204, 39 Sup. Ct. 249, 63 L. ed. 
561 (1918) ; Abrams v. United States, 250 U. S. 616, 40 Sup. Ct. 17, 63 L. ed. 
1173 (1919) ; O’Connell v. United States, 253 U. S. 142, 40 Sup. Ct. 444, 64 
L. ed. 827 (1919); United States ex rel. Milwaukee Social Democratic Pub- 
lishing Company v. Burleson, 255 U. S. 407, 41 Sup. Ct. 352, 65 L. ed. 704 
(1920). 


10 Criminal statutes held sufficiently definite: Waters-Pierce Oil Company v. 
Texas, 212 U. S. 86, 29 Sup. Ct. 220, 53 L. ed. 417 (1908) (denouncing con- 
tracts and arrangements “reasonably calculated’’ to fix and regulate the price of 
commodities, and prohibiting acts which “tend” to accomplish the prohibited 
results) ; Nash v. United States 229 U. S. 373, 33 Sup. Ct. 780, 57 L. ed. 1232 
(1912) (prohibiting certain things which “prejudice the public interests by 
unduly restricting competition or unduly obstructing the course of trade”) ; 
Miller v. Strahl, 229 U. S. 426, 36 Sup. Ct. 147, 60 L. ed. 364 (1915) (requir- 
ing a proprietor or keeper of hotel, in case of fire, to “do all in their power 
to save guests”); Omaechevarria v. Idaho, 246 U. S. 343, 38 Sup. Ct. 323, 
62 L. ed. 763 (1918) (prohibiting sheep owner from permitting sheep to graze 
on any cattle range previously occupied by cattle or upon any range “usually” 
occupied by any cattle grower as range for his cattle); Hygrade Provision 
Company v. Sherman, 266 U. S. 497, 45 Sup. Ct. 141, 69 L. ed. 402 (1925) 
(prohibiting sales of meat falsely represented as “kosher” or as having been 
prepared of a product “sanctioned by the orthodox Hebrew religious require- 
ments”); United States v. Shreveport Grain & Elevator Company, 287 U. S. 
77, 53 Sup. Ct. 42, 77 L. ed. 175 (1932) (requiring the quantity of the contents 
of a package to be marked on the outside thereof, provided that “reasonable 
variations shall be permitted, and tolerances and also exemptions as to small 
packages shall be established by rules and regulations”) ; Neblett v. Carpenter, 
305 U. S. 297, 59 Sup. Ct. 170, 83 L. ed. 182 (1938) (authorizing a state officer 
to “mutualize or reinsure the business of” an insurance company “or enter into 
rehabilitation agreements” ). 

Held fatally indefinite: United States v. L. Cohen Grocery Company, 255 
U. S. 81, 41 Sup. Ct. 298, 65 L. ed. 516 (1921) (“willfully to make any unjust 
or unreasonable rates or charges in handling or dealing in or with neces- 
saries”) ; International Harvester Company v. Kentucky, 234 U. S. 216, 34 Sup. 
Ct. 853, 58 L. ed. 1284 (1913) (prohibiting combinations for controlling prices 
when for the purpose, or with the effect, of fixing a price for an article greater 
or less than its real value); Connally v. General Construction Company, 269 
U. S. 385, 46 Sup. Ct. 126, 70 L. ed. 322 (1926) (providing “that not less than 
the current rate of per diem wages in the locality where the work is performed” 
shall be paid to laborers employed by or on behalf of the state of Oklahoma) ; 
Lanzetta v. New Jersey, 306 U. S. 451, 59 Sup. Ct. 618, 83 L. ed. 888 (1938) 
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that no workable statement of differentiation could be distilled from 
the opinions. The statute in the instant case, it was said, could fit 
into either group, and each case be governed by its own peculiar facts. 
The matter was disposed of as painlessly as possible by the invocation 
of a rule laid down in the Legal Tender Cases: ** 


It is incumbent . . . upon those who affirm the unconstitu- 
tionality of an act of Congress to show clearly that it is in viola- 
tion of the provisions of the Constitution. It is not sufficient for 
them that they succeed in raising a doubt. 


Apparently as an afterthought, the court added: 


. the words “national defense” are similar to the words 
“common defense” as used in Section 8, Article I of the Con- 
stitution. 


The opinion of Mr. Justice Reed, while reaching the same result, 
is more satisfactory than that of the lower court. After reviewing 
cases on the definiteness of penal statutes, he decides that the saving 
feature of this Act is the requirement of an “intent or reason to be- 
lieve that the information to be obtained is to be used to the injury of 
the United States or to the advantage of any foreign nation.” Re- 
gardless of what acts are done, he observes, they are not punishable 
unless scienter is established. It is admitted that if the sections were 
simple prohibitions against obtaining or delivering to foreign powers 
information which a jury may consider relating to national defense, 
without any such intent or reason to believe, the language would need 
to be tested by the inquiry as to whether it had double meaning, or 
forced anyone at his peril to speculate as to whether certain actions 
violated the statute. Thus, the opinion continues, if the reports were 
of a type which are ordinarily published with authority of Congress, 
and available to anyone, a jury could not reasonably find any such 
guilty intent. 

The general rule is that a penal statute must set up an ascertainable 
standard of conduct, so that a person of common intelligence can 
determine what actions will render him liable to its provisions.’* The 
rule is founded on the theory of the separation of powers. In 
United States v. Reese,’* Chief Justice Waite said, 


(“any person not engaged in any lawful occupation, known to be a member of a 
gang consisting of two or more persons, who has been convicted at least three 
times of being a disorderly person, or who has been convicted of any crime,” 
is a “gangster”); Cline v. Frink Dairy Company, 274 U. S. 445, 47 Sup. Ct. 
681, 71 L. ed. 1146 (1927) (providing that it was not unlawful to market 
products at a “reasonable profit” by agreement or association, which could not 
otherwise be so marketed). 

1112 Wall. 457, 20 L. ed. 287 (U. S. 1871). 

12 United States v. Reese, 92 U. S. 214, 23 L. ed. 563 (1876). 

13 bid. 





EDITORIAL NOTES 203 


It would certainly be dangerous if the Legislature could set 
a net large enough to catch all possible offenders and leave it to 
the courts to step inside and say who could be rightfully de- 
tained and who should be set at large. This would, to some 
extent, substitute the Judicial for the Legislative department of 
the government. The courts enforce the legislative will when 
ascertained, if within the constitutional grant of power. . . 


It follows that if the Legislature has failed to define the crime, the 
statute is beyond repair, except by the Legislature. 

Specific provisions of the Constitution, as well as the theory behind 
it, seem to support the rule. These are the Fifth Amendment (or the 
Fourteenth Amendment when state statutes are involved), with its 
familiar due process clause, and the Sixth Amendment, guaranteeing 
the right of a defendant in a criminal prosecution to be informed of 
the nature and cause of the accusation under which he is to be tried. 

It is not the principle that is in controversy in the case at hand, 
however, but its effect on the Espionage Act. For a controlling 
precedent, one of the decisions relied on by the petitioners is that in 
United States v. L. Cohen Grocery Co.** The Act involved was the 
Lever Act of 1917,?° section 4 of which provided: 


That it is hereby made unlawful for any person willfully 
. to make any unjust or unreasonable rate or charge in 


handling or dealing in or with any necessaries . . . 


or to agree with another 


. to exact excessive prices for any necessaries. 


It was held that these words established no ascertainable standard 
of guilt, since no specific or definite acts were forbidden. In that 
case and in others on the same Act which followed it,’* the reasoning 
was that the statute violated the Fifth Amendment, because it required 
that the transactions named should conform to a rule or standard 
which was so vague that no one could know what it was. The 
words, “unjust,” “unreasonable,” “excessive” as applied to prices 
have no commonly recognized or accepted meaning, said the 
Supreme Court. Consequently, it was held, the Act in effect gave the 
jury power to punish any acts which it thought might be detrimental 
to the public interest. 

Apparently the Supreme Court has no quarrel with that decision. 
As already mentioned, it declared that the distinguishing feature 
here is that the defendants must have acted in bad faith to incur the 

14 Supra note 10. 

15 40 Stat. 276 (1917). 

16 Weeds, Inc. v. United States, 255 U. S. 109, 41 Sup. Ct. 306, 65 L. ed. 537 


(1921) ; A. B. Small Company v. American Sugar Refining Company, 267 U. S. 
233, 45 ‘Sup. Ct. 295, 69 L. ed. 589 (1925). 
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penalties of the Espionage Act. The language of the Lever Act, 
however, does not purport to punish the mere making of unreasonable, 
unjust, and excessive charges, but requires that it be done willfully. 
It would seem, therefore, that there had to be bad faith there as well. 
If that is so, then the decisions cannot be distinguished, except on the 
shaky ground that “national defense” is a more easily definable term 
than “unjust,” “unreasonable,” and “excessive” as applied to prices. 


Mr. Justice Reed’s opinion on that point must mean this: that in 
the Lever Act the uncertainty of the law goes to the intended result 
of the acts done, while in the present case, that part of the statute 
which defines the criminal intent is clear, and the alleged uncertainty 
goes only to the acts forbidden to be done pursuant to such intent. 
In the Cohen Grocery Co. case, the wording of the law would have 
permitted a jury to convict a person for having made any charge for 
necessaries which it considered unjust, unreasonable, or excessive. 
Persons have widely different views on the question of what prices are 
fair. The defendant could have acted in perfectly good faith and still be 
held. In the present case, the jury had to be satisfied that there was 


intent or reason to believe that the information to be obtained 
is to be used to the injury of the United States, or to the advan- 
tage of any foreign nation. 


There is no particular uncertainty in this language, and in fact, it 
was not attacked by the petitioners. But it is the language which 
qualifies all the prohibited acts which follow it. To illustrate further, 
suppose that this language had not been included in sections 1 and 2 
of the Espionage Act, but in place of it, simply the word “willfully,” 
to make it read, 


Whoever, willfully, copies, takes, makes, etc., . . . of anything 
connected with the national defense. 


This would direct the Court’s attention to what followed, and, con- 
ceivably, it might reach the same conclusion as in the Cohen case. 
That is mere conjecture, however, and in view of the rest of Mr. 
Justice Reed’s opinion dealing with the meaning of “national defense” 
the same result might ensue. 


Of the Lever Act, the Supreme Court said in the Cohen case: 


Observe that the section forbids no specific or definite act. It 
confines the subject matter of the investigation which it authorizes 
to no element inhering in the transaction as to which it applies. 
It leaves open, therefore, the widest conceivable inquiry, the scope 
of which no one can foresee and the result of which no one can 
foreshadow or adequately guard against. 
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Unlike that statute, the Espionage Act does confine the subject- 
matter of the investigation to an element essentially inhering in the 
transaction, namely the intent or reason to believe that the informa- 
tion obtained is to be used to the injury of the United States or to 
the advantage of any foreign nation. 


This view finds support in the case of Hygrade Provision Company 
v. Sherman.* There the law attacked was one which made it a 
crime to sell or expose for sale, with intent to defraud, meat or meat 
preparation falsely represented to be kosher, or a product sanctioned 
by orthodox Hebrew religious requirements. It was argued that 
no ascertainable standard of conduct was set up; that the defendants 
were unable to determine what meat was actually kosher, since that 
word had no certain meaning. In that case, the court did hold that 
the word is definite and has a well-established meaning. Before con- 
sidering that question, however, Mr. Justice Sutherland said, in 
disposing of the contention that one must guess the meaning of the 
statute at his peril, 


But obviously the statutes put no such burden upon them, since 
they expressly require that any representation that a product is 
kosher must not only be false, but made with intent to defraud 

. . they are not required to act at their peril, but only to exer- 
cise their judgment in good faith. 


Once the guilty intent of the defendant is established, it seems 
reasonable that he should take the risk of the jury’s judgment on 
whether his actions were of the kind outlawed by the statute. In 
Wurzbach v. United States ** it was said, that where the law draws 
a line there will be cases very near each other on opposite sides; 
and while the precise course of the line may be uncertain, no one can 
come near it without knowing that he does so, and if he does, it is 
familiar practice in the criminal law to make him take the risk. This 
suggests the true test of a statute’s validity, whether it sets up a 
standard clear enough for reasonable men to distinguish the forbidden 
from the permissible; and not whether it is so framed that agreement 
must be unanimous on the status of every possible act under the law. 


After laying down the rule discussed above, the opinion in the 
Gorin and Salich case is devoted to the nebulous words “national 
defense.” This is the part of the decision which seems the most 
vulnerable, and, unfortunately, at a casual reading, it is the most 
conspicuous. It should be remembered, however, that it is not the 
most decisive element in view of what goes before. 


17 Supra note 10. 
18 280 U. S. 396, 50 Sup. Ct. 167, 74 L. ed. 508 (1930). 
6 
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“National defense” is a term which enjoys great currency at the 
moment. It has never been the subject of direct judicial definition. 
That its use is not new, however, is evidenced by the provisions of 
the Defense Secrets Act of 1911,’® and the Sabotage Act of 1918.* 
The definition offered by the government in this case, and accepted 
as an appropriate one by the Court is: 


a generic concept of broad connotations, referring to the military 
and naval establishments and the related activities of national 
preparedness. 


This meaning is of scarcely more value to one in search of a standard 
of conduct than is the term “national defense’’ itself. 

A fascinating angle to the problem, and one to which the Supreme 
Court did not refer, is suggested by a remark found at the close of the 
Circuit Court’s opinion: 


We are of course, conscious of the argument which could be 
made, that the information divulged must not be of any impor- 
tance or the Naval Intelligence Office would not have made the 
information available to the public by presenting the reports in 
evidence. Such procedure was a necessity in order to try the 
case. Whether it is sound, we think is a question for the deter- 
mination of Congress. 


In the case of Pollen v. Ford Instrument Company,” such a situ- 


ation occurred. That was a suit for the infringement of patents for 
range keepers used on naval vessels, manufactured and sold by the 
defendants to the government. The Navy Department listed these 
instruments as “confidential” information, and the defendants had 
taken precautions at its factory to keep their construction secret. 
When the plaintiff moved for an order requiring the defendant to 
produce and permit the plaintiff to inspect drawings showing the 
construction of the range keepers, the government moved to inter- 
vene as a party defendant, which it was permitted to do. The gov- 
ernment then opposed the plaintiff’s motion on the ground that the 
information sought would be detrimental to the national defense if 
given, and that the defendant manufacturer would be violating the 
Espionage Act. The Secretary of the Navy requested that the mat- 
ter be kept secret. 

In denying the plaintiff's motion, the court held that the documents 
were privileged and need not be disclosed, saying, 


Certainly when the Secretary of the Navy formally announces 
to the Department of Justice that the disclosure would be detri- 


19 36 Stat. 1084 (1911). 
20 40 Stat. 533 (1918), 50 U. S. C., §§ 101-103 (1934). 


2126 F. Supp. 583 (E. D. N. Y. 1939), aff’d 108 F. (2d) 762 (C. C. A. 2d, 
1940). 
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mental to national defense, the suggestion cannot be lightly ig- 
nored at any time. 


This, of course, does not settle the meaning of the words, “national 
defense” but it should at least give defendants’ counsel a valuable 
argument to the jury in cases under the Espionage Act. 


Mr. Justice Reed’s opinion reminds the petitioners that to justify 
a directed verdict, the trial court would have had to be convinced that 
nothing in the Naval Intelligence Office reports could reasonably be 
considered as connected with the national defense. The conclusion 
is that the question was properly left to the jury, under instructions 
setting forth the tests to be used in determining guilt under the provi- 
sions of the statute. The procedure is likened to a civil action for 
negligence, where it is the function of the jury to decide whether the 
evidence presented fits into the pattern of the law outlined by the 
court, so as to create liability. 


In conclusion, it is interesting to note that the questions arising in 
the cases of Gorin and Salich received quite different treatment in 
each of the three tribunals through which they passed. The instruc- 
tions to the jury given by the trial court, for instance, indicate that 
it assumed that the acts of the defendants had to have some connection 
with the places and things enumerated in section 1 (a) of the 
Espionage Act. This fact weakened the argument of the defendants in 
the appellate courts, since it appeared that the instructions had been 
favorable to them. Nevertheless, both the Circuit Court of Appeals 
and the Supreme Court declared that the sanctions of sections 1 (b) 
and 2 (a) are not so limited. 


The Circuit Court apparently rested its judgment almost entirely 
upon the ground that the words “national defense” are not vague 
and uncertain. Its decision, standing alone, would not be a desirable 
precedent in testing other legislation, since it could conceivably allow 
a jury to find, as the petitioners suggested that an innocuous report 
on a crop yield is connected with national defense. 


The Supreme Court’s view agrees on the meaning of the term 
“national defense,” but the qualification that the jury must find the 
criminal intent precludes the possibility of jury lawlessness, at least 
as well as any rule of law can. 

The decision may be criticized for emphasizing the certainty of the 
phrase “connected with the national defense” instead of putting greater 
stress on the delimiting requirement of “intent or reason to believe 
that the information to be obtained is to be used to the injury of the 
United or to the advantage of any foreign nation.” The result, how- 
ever, seems to be sound. GerorceE H. RIcuH. 
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Is SaFE Deposit & Trust Co. VERSUS VIRGINIA STILL IN 
Force Topay? 


It is the purpose of this comment to note the impact of three recent 
Supreme Court decisions of the problem of state jurisdiction to sub- 
ject intangible personal property held in trust to death and property 
taxation. Conflicting theories as to the basis for jurisdiction, coupled 
with a natural aversion to multiple state taxation, have of necessity 
resulted in controversies and shifting trends. The problem really 
relates more to property taxes in the correct sense of that term than 
to inheritance taxes. Income taxes are disregarded altogether. 

A background is necessary in order to clearly understand the prob- 
lem here. In the tangible petsonal property field the state of “per- 
manent” situs of the tangible personalty is the exclusive taxing 
jurisdiction for property tax purposes.’ Jurisdiction to levy a death 
tax on the transfer of chattels was similarly limited in 1925. These 
two cases uprooted the maxim mobilia sequuntur personam in the 
tangible personalty field. But in the intangible personalty field the 
maxim was considered peculiarly applicable. Farmer’s Loan & Trust 
Co. v. Minnesota® settled the dispute over the taxable situs of a debt 
in favor of the creditor states while imposing a Constitutional restraint 
on the debtor states. Later a Constitutional ban on non-domiciliary 
taxation of bank deposits, bonds, and negotiable instruments was 
laid,* and later still it was decided that the domicile of the owner of 
shares of stock in a foreign corporation was the exclusive taxing 
jurisdiction rather than the state of incorporation.® Truly the Court 
seemed to be well on the way to a doctrine of “one man, one thing, 
one tax’”’ in death and property tax cases.® 

But from 1932 to 1939 there was a flood of death tax cases involv- 


1 Union Refrigerator Transit Co. v. Kentucky, 199 U. S. 194, 26 Sup. Ct. 36, 
50 L. ed. 150 (1905). 

2 Frick v. Pennsylvania, 268 U. S. 473, 45 Sup. Ct. 603, 69 L. ed. 1058 (1925). 

3280 U. S. 204, 50 Sup. Ct. 98, 74 L. ed. 371 (1930). 

* Baldwin v. Missouri, 281 U. S. 586, 50 Sup. Ct. 436, 74 L. ed. 1056 (1930). 

5 First National Bank of Boston v. Maine, 284 U. S. 312, 52 Sup. Ct. 174, 
76 L. ed. 313 (1932). 

® See Beidler v. South Carolina Tax Commission, 282 U. S. 1, 51 Sup. Ct. 
54, 75 L. ed. 131 (1930) (held that the state of incorporation lacked jurisdic- 
tion to levy an inheritance tax upon a debt of the corporation for a loan ad- 
vanced on an open account by its principal stockholder, a non-resident). The 
doctrine of these cases evoked a flood of comment. References are collected in 
LorENZEN, CASES AND MATERIALS ON THE ConFLict oF Laws (4th ed. 1937) 
926. 


7 In re Dorrance’s Estate, 309 Pa. 151, 161 Atl. 303 (1932); In re. Dorrance’s 
Estate, 115 N. J. E. 268, 170 Atl. ool (prerog. ct. 1934), ‘aff'd sine opinion, 
Dorrance v. Thayer- Martin, 13 N. J. Misc. 168, 176 Atl. — (sup. ct. ‘.e 
cert. den., Dorrance v. Martin, 298 U. S. 678, 56 Sup. Ct. 94, 80 L. ed. 1399 
(1936), rehearing denied, 298 U. S. 692, 56 Sup. Ct. 957, 80 L. ed. 1410 (1936). 
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ing multiple state taxation on inconsistent theories such as “double- 
domicile” ;* international multiple taxation ;* and others.® 

In 1929 the case of Safe Deposit & Trust Co. v. Virginia’® was 
decided. Here a father living in Virginia conveyed securities to a 
Maryland trust company in trust to be accumulated for his infant 
sons living in Virginia, until they respectively reached the age of 
twenty-five, then to be distributed to them or their issue if they had 
died. While the property was thus held, it was taxed by Maryland. 
Virginia also attempted to tax the full value of the securities on the 
ground that this was a tax on the equitable interests of the infant 
beneficiaries, who were, as stated, residents of Virginia. The Vir- 
ginia tax was held to be invalid as beyond the jurisdiction of that 
state to tax. The position of the Court is made clear by the follow- 
ing language from the decision :* 


Ordinarily this Court recognizes that the fiction of mobilia 
sequunter personam may be applied in order to determine the 
situs of intangible personal property for taxation. Blodgett v. 
Silberman, 277 U. S. 1. But the general rule must yield to 
established fact of legal ownership, actual presence and control 
elsewhere, and ought not to be applied if so to do would result 
in inescapable and patent injustice, whether through double tax- 
ation or otherwise. State Board of Assessors v. Comptior Na- 
tional d’Escompte, 191 U. S. 388, 404; Buck v. Beach, 206 U. S. 
392, 408; Liverpool & L. & G. Ins. Co. v. Orleans Assessors, 
221 U. S. 346, 354; Maguire v. Trefry, 253 U. S. 12, 17.... 


The power of Virginia to lay a tax upon the fair value of any 
interest in the securities actually owned by one of her resident 
citizens is not now presented for consideration. See Maguire 
v. Trefry, supra. 


The Court thus took the position that the property was actually 
situated with the trustee in Maryland and could not be taxed again 
on the theory or fiction of a beneficial interest in the same property 
in Virginia. Still it should be noted that the Court did not explicitly 
deny the power of Virginia to levy a tax upon the interest of the 
beneficiaries if the value of that interest were property computed. 
Thus the case is not definite authority that the property of a bene- 
ficiary can never be taxed apart from the trustee but nevertheless, it 
goes a long way toward a declaration that such taxation contravenes 


8 Burnet v. Brooks, 288 U. S. 378, 53 Sup. Ct. 457, 77 L. ed. 844 (1933). 

9 See Wheeling Steel Corp. v. Fox, 298 U. S. 193, 56 Sup. Ct. 773, 80 L. ed. 
1143 (1936); First Bank Stock Corp. v. Minnesota, 301 U. S. 234, 57 Sup. Ct. 
677, 81 L. ed. 1061 (1937); Schuylkill v. Pennsylvania, 302 U. S. 506, 58 Sup. 
Ct. 295, 82 L. ed. 392 (1938). But see City Bank Farmer’s Trust Co. v. 
Schnader, 293 U. S. 112, 55 Sup. Ct. 29, 79 L. ed. 228 (1934). 

10 280 U. S. 83, 50 Sup. Ct. 59, 74 L. ed. 180 (1929). 

11 280 U. S. 92. 
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the Fourteenth Amendment to the Federal Constitution. In fact 
there is no other way to rationalize Mr. Justice McReynold’s opinion 
in which a majority of the Court concurred. This view has been 
fully accepted by the Maryland Supreme Court, which was formerly 
a leader in the attempt to support the power of a state where the 
beneficiary of a trust was domiciled to tax him on his beneficial 
interest, the court holding that such a tax is unconstitutional.’*? And 
the same may be said of Virginia." 

So it would seem that the doctrine and basis of the majority opin- 
ion in the case is that a single situs must be attributed to intangibles 
for purposes of property and inheritance taxation, and that it would 
violate the Fourteenth Amendment to allow the taxation of intan- 
gibles by more than one state. In other words it was held that the 
intangible trust res could not be subjected to a property tax at the 
domicile of the beneficiary in another state. 

Against the background of these cases the Supreme Court in 1939 
was confronted with the case of Curry v. McCanless.* With its 
companion case of Graves v. Elliott, a new episode in the law of 
taxation has been presented. By trust indenture, certain stocks and 
bonds were transferred by the decedent, a domiciled resident of 
Tennessee, upon specified trust to an Alabama trust company doing 
business in that state. The provisions of the indenture pertinent 
were these: the net income of the trust property was to be paid over 
to the decedent during her lifetime; the power to remove the trustee 
and select a successor, the power to direct the sale of the res of the 
trust and to supervise the investment of the proceeds, and the power 
to dispose of the trust estate by her last will and testament were re- 
served to the decedent. At all times, the paper evidences of the in- 
tangible personalty was held, and the trust administered, by the 
trustee in Alabama. By her will, the decedent beneficiary in Ten- 
nessee exercised her power of appointment and reappointed her hus- 
band, son and daughter as beneficiaries of the trust income. 


12 Baltimore v. Gibbs, Md. 364, 171 Atl. 37 (1934). 

18 Virginia v. Appalachian Electric Power Co., 166 S. E. 460 (Va. 1932) 
(bonds delivered to a non-resident trustee held not to have taxable situs in 
Virginia). 

14 307 U. S. 357, 59 Sup. Ct. 900, 83 L. ed. 1339 (1939). The case has been 
profusely noted in the law reviews. See the references collected in MAGUIRE 
AND MAGILL, CASES ON THE LAw oF TAXATION (3d ed. 1940) 401. 

15 307 U. S. 383, 59 Sup. Ct. 913, 83 L. ed. 1356 (1939). Here A, domiciled 
in Colorado, transferred bonds to a Colorado bank in trust to pay income and 
ultimately under specified conditions distribute the principal to persons other 
than A, with a possibility of reversion to A. A retained a power of revocation. 
A later removed to New York and died while domiciled there. Colorado taxed 
the transmission of the trust fund on A’s death. Held, that New York might 
also tax this transmission. Hughes, C. J., and McReynolds, Butler, and Rob- 
erts, JJ., dissented. 
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Alabama assessed a state inheritance tax upon the trust property. 
Then Tennessee asserted the right to impose a transfer tax upon the 
trust property passing under the decedent’s will. The question was 
thus presented as to whether the states of Tennessee and Alabama 
could each constitutionally impose death taxes upon the transfer of 
an interest in intangibles held in trust by an Alabama trustee not 
passing under the will of a beneficiary decedent domiciled in Ten- 
nessee. The lower court thought that only one could tax and that 
there had to be a situs in the state before that one could tax.** The 
Supreme Court held that there was no need of a situs and that there 
could be double taxation of an intangible property interest which 
would not violate the Fourteenth Amendment. 


Thus it is seen that the basis of the majority opinion in these two 
cases is that it is impossible to ascribe a situs to intangibles since 
they are not physical things, but merely a relationship between per- 
sons; that, when a person uses these intangibles in more than one 
state, and is thus dependent upon the protection of the laws of more 
than one state, he can be compelled to contribute to the cost of 
government which gives the protection; and that there is nothing in 
the Fourteenth Amendment to prohibit multi-state taxation of in- 
tangibles. 


It is submitted that the fundamental doctrines behind the McCan- 
less and the Graves cases on the one hand and the Safe Deposit case 
on the other are definitely opposed to one another. Several grounds 
have been advanced to distinguish the cases among which are the 
distinctions that in one instance a property tax was laid and in the 
other an inheritance tax was levied, and also that one was the case 
of a trust inter vivos and the other two a trust arising under a will. 
But the fact remains that the cases are at odds with one another and 
the problem considered herein is which one should prevail. 

The trustee has the legal title to the property of the trust, and 
upon such property he may be, and generally is taxed, just as truly the 
beneficiary has an interest in the trust property, which interest is 
more than a’contract right; it is itself property.’ Can the trustee 
and the beneficiary both be taxed? They both have property, but 
if this is allowed, the same economic interest is being subjected to 
more than one tax. 


It would seem that the only reason the intangible property is sub- 
jected to such a heavy tax burden is that it is held in trust, which 
seems to be no justification at all. Furthermore, the whole burden of 


16174 Tenn. 1, 118 S. W. (2d) 228 (1938). 
17 Brown v. Fletcher, 253 U. S. 589, 35 Sup. Ct. 154, 59 L. ed. 374 (1915). 
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such multiple taxation will fall upon the beneficiary..* He must 
pay the tax on his own interest, and he must really bear the tax on 
the trustee’s interest since this is obviously a proper charge in the 
execution of a trust. 


But such double taxes have been collected. The theoretical argu- 
ment is simple. The trustee has property and this property is taxa- 
ble at his domicile. The beneficiary has property (an equitable 
interest, it is true, but still property) which is likewise taxable at 
his domicile. And finally the separate property of the trustee and 
of the beneficiary are of equal value, the market value of the trust res. 


Hunt v. Perry’® is the leading case in favor of the proposition 
that a state may validly impose a property tax upon the interest of 
a beneficiary in a trust, although the trustee is a resident of another 
state and is taxed by the state of his residence upon the trust property. 
The argument of the court is summarized in the following language 
from the opinion: *° 


The defendants contend that the statute, if such is its true 
construction, is unconstitutional. This argument rests on the 
ground that the property is situated out of the state; that the 
beneficial interest of a cestui que trust is nowhere else made 
taxable; and that this statute selects for taxation a kind of 
interest not otherwise taxable, and so imposes a tax which is 
disproportionate. This argument, however, is met by the sug- 
gestion already made that the cestui que trust is here, and his 
ownership or title is here, namely the right to the income of 
the trust fund. The fact that the corpus of the trust fund is 
held by trustees who live elsewhere, and who hold under a will 
proved and allowed elsewhere, does not take away the power of 
the legislature to subject the interests of the cestuis que trustent 
to taxation here, if they live here. There is no more reason to 
hold this to be beyond the power of the legislature than there 
would be for holding the taxation of cattle and sheep, or manu- 
factured goods, or of shares in corporations, untaxable here, be- 
cause situated out of the state. 


Another case to the same effect as to the power of the state of the 
beneficiary’s residence to tax is the Vermont case of St. Albans v. 
Avery." Here too the court sustained the validity of such a tax 
under the Fourteenth Amendment to the Federal Constitution, rely- 
ing upon Hunt v. Perry.??_ They said: ** 


18 See note, State Power to Impose a Property Tax on the Interest of a 
Beneficiary of a Trust (1930) 30 Con. L. Rev. 539. 

19 165 Mass. 287, 43 N. E. 103 (1896). 

2043 N. E. 103, 104. 

2195 Vt. 883, 114 Atl. 31 (1921). 

22 Supra note 19. 

23114 Atl. 31, 34. 
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In the instant case the beneficiaries are the equitable owners, 
indeed, they are the substantial owners, of the trust fund. They 
have the power to control, absolutely, the character of the secu- 
rities comprising the fund, and to terminate the trust at will. 
They actually owned these securities yesterday, so to speak, and 
may tomorrow, if they so elect; and the entire income, less the 
trustee’s commission for executing the trust, belongs to them. 
To say that, possessed of the interest and rights which they have 
under this arrangement, they have no “property,” that they are 
not “worth anything,” is absurd. 

The Federal Supreme Court declined to review this decision when 
an attempt was made to attack it under the Fourteenth Amendment.”* 

A number of decisions in the states have adopted the same view, 
e.g., Maryland,?* Kentucky,?” and Pennsylvania.” 

Many writers and some courts have felt that the case permitting 
a multiple inheritance tax in these trusts of intangibles should not 
necessarily be extended to justify a multiple property tax because the 
two taxes aren’t the same. For example, a settlor who creates a 
trust by conveying property to a non-resident trustee may still retain 
an interest which will justify the imposition of an inheritance tax 
by the state of his domicile upon his death, without justifying a 
multiple property tax during his life, and thereafter. This distinc- 
tion is brought out in a California case.2® There a resident of Cali- 
fornia had, before his death, transferred certain securities to an 
Illinois trust company in trust for himself. On his death he be- 
queathed his interest in these securities partly to another resident of 
California, and partly to residents of other states. The court held 
that the securities were subject to a California inheritance tax, but 
not to a property tax, as they were, of course, taxable in Illinois, 
and a double property tax said the court, is not to be presumed. 

It is interesting to note the views of a learned scholar on this 
subject when he wrote the following words in 1935: *° 


. The normal method of taxing intangible trust property 

. is to tax it to the trustee at his domicile. If there are two 

or more trustees residing in different states, the value of the 
property should normally be apportioned between such trustees 
for this purpose. . . . As to the suggestion that the beneficiary 
should also be taxed at his domicile on his interest in such trust 


°4It will be noted that this language indicates that the beneficiaries could 
put an end to the trust at their own discretion. 

25 257 U. S. 640, 42 Sup. Ct. 51, 66 L. ed. 411 (1921). 

26 McCeney v. County Commissioners, 153 Md. 25, 137 Atl. 291 (1927). But 
see Baltimore v. Safe Deposit & Trust Co.. 97 Md. 659, 55 Atl. 316 (1903). 

27 Bingham v. Commonwealth, 199 Ky. 402, 251 S. W. 936 (1913). 

28 Lewis v. Chester, 60 Pa. 325 (1869). 

29 Loury v. Los Angeles County, 38 Cal. App. 158, 175 Pac. 702 (1918). 

30 See Brown, The Taxation of Trust Property (1935) 23 Ky. L. J. 428. 
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. property, it may confidently be asserted that such tax would be 
extremely burdensome and unjust. . . . Then according to Safe 
Deposit & Trust Co. v. Virginia it would seem to follow that 
multiple taxation is in violation of the Fourteenth Amendment, 
as depriving the beneficiary of his property without due process 
of the law. . . . It follows that the sound rule is that intangible 
property held in trust is to be taxed to the trustee at his domicile 
and is not to be taxed again to the beneficiary or otherwise. 


But it would seem that the Supreme Court has no such thoughts 
on the problem. The doctrine of Curry v. McCanless has steadily 
been increased,** and now begins to reach alarming proportions. 

Justices Holmes and Brandies had thought the doctrine of the 
Safe Deposit case an unwarranted limitation upon the powers re- 
served to the states.** Mr. Justice Stone’s view has been that control 
and benefit are the only tests of jurisdiction to tax; and though 
tangibles are taxable in one state only (the state in which they are 
physically located), intangibles by their very nature cannot be made 
subject to the same rule.** This view was adequately expressed by 
him in Curry v. McCanless. 

Into this storm sailed the recent case of Stewart v. Commonwealth 
of Pennsylvania.** The case represents still another extension of 
the rule in Curry v. McCanless. Here the trustees were in New 
York City and all the securities held there, while the beneficiary was 
domiciled in Pennsylvania. Pennsylvania tax authorities applied the 
tax imposed by its Personal Property Tax*® which sought to impose 
a property tax on the “equitable interest in any such personal prop- 
erty of the classes hereinafter enumerated, owned, held or possessed 
by any resident, where the legal title to such personal property is 
vested in a trustee, agent or attorney in face domiciled in another 
state, and where such resident is entitled to receive all or any part 
of the income therefrom. . ” The Pennsylvania Supreme Court 
held that the due process clause of the Fourteenth Amendment to the 
Federal Constitution did not prohibit Pennsylvania from taxing such 
an interest.** 


31 See Pearson v. McGraw, 308 U. S. 313, 60 Sup. Ct. 211, 84 L. ed. 293 
(1939) ; Massachusetts v. Missouri, 308 U. S. 1, 16, 60 Sup. Ct. 39, 84 L. ed. 
3 (1939); Sancho v. Humacao Shipping Corp., 108 F. (2d) 157 (C. C. A. Ist, 
1939). And for a discussion of the problem see the authorities cited in note 
14, supra. 

32 See the dissenting opinion of Mr. Justice Holmes in First National Bank 
of Boston v. Maine, supra note 5 

33 See the concurring opinions of Mr. Justice Stone in Safe Deposit & Trust 
Co. v. Virginia, supra note 10 and Farmers Loan and Trust Co. v. Minnesota, 
supra note 3; dissenting opinions in Baldwin v. Missouri, supra note 4 and 
First National Bank of Boston v. Maine, supra note 5. 

3461 Sup. Ct. 445 (U. S. 1941). 

35 Act of June 22, 1935, as amended in 1936 (P. L. 51). 

36 338 Pa. 9,12 A. (2d) 444 (1940). 
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It should be noticed that there is a difference between the situation 
in this case and the one in Curry v. McCanless. Here the resident 
beneficiary of the trust had no control over the corpus of the trust 
or the trustees and had only the right to receive the net income 
during her life, while in Curry v. McCanless the beneficiary retained 
substantially complete control. 


The beneficiary contended that because of the difference in control 
over the trust, Curry v. McCanless was wholly inapplicable. She 
relied on the following two sentences from that- opinion: 


For purposes of taxation, a general power of appointment, of 
which the testatrix here was both donor and donee, has hitherto 
been regarded by this Court as equivalent to ownership of the 
property subject to the power. 


No comparable right or power resided in the beneficiaries 
upon whom a tax was sought to be levied in Safe Deposit & 


Trust Co. v. Virginia, 280 U. S. 83, 91. 


It was then asserted that the taxpayer here had no right to control 
either the corpus of the trusts or the conduct of the trustees, that 
she would never be able to reach or dispose of the remainder or any 
part of the corpus, and that she could not invoke the protection and 
benefit of the laws of Pennsylvania in the enforcement of her bare 
right to receive income. 


But the Supreme Court affirmed the decision of the Pennsylvania 
court on the authority of Curry v. McCanless, apparently taking the 
view that this difference was so insubstantial as not to warrant the 
writing of an opinion. But it is interesting to note that Chief Justice 
Hughes and Justices McReynolds and Roberts noted dissent to the 
Court’s action. 


It is submitted that the decision here will probably have the effect 
of overruling the Safe Deposit case. It appears that to bring a tax 
within the permission of the Stewart case the legislature will merely 
have to state in a tax statute that it is taxing an equitable interest of 
a resident to avoid the effect of placing an ad valorem tax upon the 
corpus of the trust itself. 


Concluding it is seen that, although there is a technical distinction 
between Curry v. McCanless and the Safe Deposit case, the Supreme 
Court has done away with it and in the future we can look forward 
to multiple state taxation of trust intangibles as something, though 
entirely unwelcome, that is here to stay.*7 RicHARD A. JENNINGS. 


37 It should be noted that multiple taxation on intangibles has been avoided 
to some extent by legislation or by constitutional provisions in several states. 
See for example, Mich. Comp. Laws (1929) § 3672; also N. Y. C., art. 16, § 3, 
adopted Nov. 8, 1938 (McKinney, Supp. 1939). See also a compilation of 
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COLLECTIBILITY OF ATTORNEY'S FEES IN Excess oF AMOUNT 
ALLOWED IN APPROPRIATION ACT 


In the case of Capital Trust Co. v. Calhoun,’ the Supreme Court 
of the United States decided that an agreement providing for an at- 
torney’s fee of 50% of the amount collected from the government in 
settlement of a claim against it, could not be collected from the money 
paid to the client by the government where the appropriation act 
limited recovery by an agent or attorney to 20% of the amount 
appropriated. The attorney’s right to collect from other assets of the 
client, however, was not impaired. 

In Calhoun v. Massie,’ the Court went further and held that Con- 
gress had the right to limit the amount payable as attorney or agent 
fees for services rendered in prosecution against the government of 
private claims, to insure the receipt of the larger portion thereof by 
the claimant. A contract of an attorney for a contingent fee, based 
on the amount to be recovered from the United States impliedly made 
such agreement subject to the future appropriation act of Congress 
and its conditions and an attorney could not collect, from the money 
appropriated or from other assets of the client, a fee in excess of that 
stipulated in the appropriation act passed by Congress. (A very 
strong dissenting opinion was rendered in this case, however.)* In 
Nesbit v. Frederick Snare Corporation,* the Court followed the de- 
cision in Calhoun v. Massie® and held that the recovery by an attor- 
ney employed on a contingent fee basis of 50%, who had successfully 
prosecuted a claim against the United States, was limited to the 
10% specified in the act passed by Congress appropriating the funds 
for the payment of the claim. 


In the case of Jn re Bylows Estate,® it was decided that, regardless 
of previous arrangements, counsel were limited to fees of 10% of 
the amount recovered, as stipulated in the congressional enactment 
appropriating money to pay the claim against the United States for 
wrongful death of the decedent. In the case of Newman v. Moyers,’ 


such statutes in Prentice-Hall, Inheritance & Transfer Tax Service, ] 501. And 
multiple taxation will be avoided to this extent, however great the possibilities 
for taxation by more than one state may appear to be in light of the Court’s 
interpretation of the due process clause of the Fourteenth Amendment in Curry 
v. McCandless and Graves v. Elliott. 


1250 U. S. 208, 39 Sup. Ct. 486, 63 L. ed. 942 (1919). 

2253 U. S. 170, 40 Sup. Ct. 474, 64 L. ed. 843 (1920). 

3 Hollister v. Ulvi, 199 Minn. 269, 271 N. W. 493 (1937). 

496 F. (2d) 535 (D. C. 1938), cert. den. 305 U. S. 608, 59 Sup. Ct. 67, 
83 L. ed. 386 (1938). 

5 Supra note 2. 

6 153 Misc. 890, 277 N. Y. Supp. 298 (1934). 

7253 U. S. 182, 40 Sup. Ct. 478, 64 L. ed. 849 (1920). 
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the Court followed the decision in Calhoun v. Massie* and held that 
attorney’s fees were limited to the amount specified by Congress in 
the appropriation act, and the institution of a suit by the attorneys to 
recover a larger sum was an attempt to use the courts to obtain money 
which Congress had decreed they could not collect. So also may a 
state restrict the fees chargeable by an attorney for the prosecution 
of claims under state workmen’s compensation laws.® 

In Kendall v. United States,’° certain attorneys made an agreement 
with a branch of the Cherokee Indian Tribes.to prosecute a claim 
against the United States and to receive directly from the United 
States 5% of all sums collected upon the claim. In accordance with 
a treaty with these Indians, Congress passed an appropriation act 
which also provided that “in no case shall any money hereby appropri- 
ated be paid to any agent of said Indians, or to any other person or 
persons than the Indians or Indian to whom it is due.”"? The United 
States Supreme Court decided that the attorneys could not collect on 
their agreement with the Indians. 

In Ball v. Halsell,* attorneys had contracted for a contingent fee 
of 50% of the money recovered from the United States for damages 
caused to the client’s property by Indians. By the Act of March 3, 
1891,** Congress conferred jurisdiction on the Court of Claims to 
hear and determine such claims and also provided that attorney’s 
fees be fixed by the court and in no case to exceed 20% of the 
amount recovered. It expressly declared void “all contracts hereto- 
fore made for fees and allowances to claimant’s attorneys.” In this 
case the Court of Claims fixed the attorney’s fee at about 9% which 
he was paid. The United States Supreme Court upheld this settle- 
ment and denied the recovery on the agreement providing for a 
50% contingent fee. The Court distinguished the case of Davis v. 
Commonwealth,* in which an agent of the State of Massachusetts 
had successfully prosecuted a claim against the Federal government, 
was allowed 2% of the amount recovered, even though the appropria- 
tion act had provided no part of the money should be paid by the state 
to any attorney or agent under a previous contract. 


The original agreement between the agent and the state was ex- 
pressly authorized by its Legislature and was therefore lawful 
and valid when made. That agreement, as construed by the 


8 Supra note 2. 

® Yeiser v. Dysart, 267 U. S. 540, 45 Sup. Ct. 399, 60 L. ed. 775 (1925) and 
Nebbia v. New York, 291 U. S. 502, Xe ‘Sup. Ct. 505, 78 L. ed. 940 (1933). 

107 Wall. 113, 19 L. ed. 85 (U. S. 1869). 

119 Stat. 556 (1850). 

12161 U. S. 72, 16 Sup. Ct. 554, 40 L. ed. 622 (1896). 

13 26 Stat. 851-854. 

14164 Mass. 241, 41 N. E. 292 (1895). 
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Court, did not necessarily require the agent’s compensation to 
be paid out of money received from the United States. 


The basis for refusing to sanction these contracts between attorney 
and client for fees in excess of those allowed by congressional legis- 
lation in private relief acts has been stated: 


For, I repeat, one who makes a contract, in a matter within the 
field of permissive congressional legislation, must be deemed to 
do so with the knowledge that a subsequent act of the Congress 
may render void his solemn agreement. This rule and principal, 
which is not capable of distinction here, runs through the very 
warp and woof of the FEpERAL ConsTiTuTIoN. It has been re- 
voked, and it has served to revoke and abrogate an antecedent 
contract valid when made, between a lawyer and his client (citing 
cases ).2° 


See also Gesellschaft Fur Drahtlose Telegraphie M. B. H. v. 
Brown,® wherein it was decided that although the attorneys suc- 
ceeded in recovering a $5,000,000 claim of their clients against the 
Alien Property Custodian, their contingent fee was not recoverable 
nor could recovery against the client be based on “quantum meruit” 
since their contract of employment was against public policy and void, 
precluding recovery against the successful client. Thus at the time 
the contract was entered into, the client did not have a valid claim 
against the government and the contract contemplated means and 
methods of securing payment of the claim which have led to the 
establishment of the rule of public policy.’” 

The courts have strictly enforced this rule when such litigation 
involves a claim of a world war veteran. In Margolin v. United 
States,* the Supreme Court upheld the conviction of an attorney who 
had charged $1500 for the collection of a $12,360 claim from the 
Veterans Bureau since the 


Section 13 of the Act of May 20, 1918, forbids an attorney from 
charging more than three dollars for any services rendered a 
beneficiary in respect of a claim under the War Risk Insurance 
Act when no action in court has been instituted. 


In a more recent case, Hines v. Lowrey,’® the U. S. Supreme Court 
held that an attorney’s fee of $1500 for recovery of $10,000 on a 


15 In re Missouri Pacific R. Co., 7 F. Supp. 1, 7 (E. D. Mo. 1934). 

1678 F. (2d) 410 (D. C. 1935), cert. den. 296 U. S. 618, 38 Sup. Ct. 139, 
80 L. ed. 439 (1935), retried 104 F. (2d) 227 (D. C. 1939). 

17 Marshall v. Baltimore and Ohio Railroad Co., 16 How. 314, 14 L. ed. 953 
(U. S. 1886); Trist v. Child, 21 Wall. 441, 22 L. ed. 623 (U.. S. 1875); 
McMullen v. Hoffman, 174 U. S. 639, 19 Sup. Ct. 839, 43 L. ed. 1117 (1892). 
Cf. Nutt v. Knutt, 200 U. S. 12, 26 Sup. Ct. 216, 50 L. ed. 348 (1906) which 
came to the Supreme Court from a State Court. 

18 269 U. S. 93, 101, 46 Sup. Ct 64, 70 L. ed. 176 (1925). 

19 305 U. S. 85, 90, 59 Sup. Ct. 31, 83 L. ed. 56 (1938). 
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veteran’s claim, could not be allowed in view of the restriction in 
section 500 of the World War Veterans Act,”° which prohibited any 
fee in excess of $10. 


Contracts for the collection of fees in excess of valid authority 
limitations and for services validly prohibited by statute cannot 
stand, whether made with a competent veteran or guardian of an 
incompetent veteran.”' 


In Frisbie v. United States,?* the United States Supreme Court up- 
held the conviction of an attorney who had received more than $10 
for services in securing a pension for his client, contrary to provisions 


of the Act of June 27, 1890.*° FE. E. Naytor. 


Farr HEARING BEFORE THE WaGE AND Houvur Division 


Since the development of the “fair hearing” doctrine in the first 
two Morgan cases’ the problem of procedural due process in the 
Federal Administrative agencies has been subject to much legal com- 
ment.* In fact, this doctrine is so well recognized in its broadest 
sense that further treatment would be repetitious if the word “hear- 
ing” was subject to exact definition. It is apparent, however, that 
any attempt to define a broad concept of this nature would be a mere 
study of semantics, and a futile one at that, for by its nature it will 
have one meaning or another according to the context and subject 
matter involved.* Therefore, an answer is not to be found in any 
broad application of the doctrine but only upon a consideration of the 
ends which are to be accomplished and the conditions as they exist 
in particular situations. The recent case of Opp Cotton Mills, Inc. 
v. Administrator of the Wage and Hour Divisions* is a good ex- 
ample of the varying scope of the doctrine of fair hearing based upon 
the functional nature of the proceeding. 


(ise Stat. 623 (1924), as amended 43 Stat. 1311 (1926), 38 U. S. C. §551 
>. 

21 Purvis v. Walls, 184 Ark. 887, 44 S. W. (2d) 353 (1929); Lopez v. 
United States, 17 F. (2d) 462 (C. C. A. Ist, 1926); In re Schinbergs Estate, 
238 App. Div. 74, 263 N. Y. Supp. o) (1933). Ci. Hines v. Stein, 298 U. S. 94, 
56 Sup. Ct. 699, 80 L. ed. 1063 (1936 

22157 U. S. 160, 15 Sup. Ct. 586, ph L. ed. 657 (1895). 

23 26 Stat. 182 (1890), 38 _ S. C. § 203 (1934). 

1 Morgan v. U. S., 298 U. 468, 56 Sup. Ct. 906, 80 L. of. 1288 (1935) ; 
Morgan v. U. S., 304 U. S. 1, 33 Sup. Ct. 773, 82 L. ed. 757 (1938). 

2 (1936) 5 Geo. Wash. L. Rev. 119; (1938) 7 Geo. Wasn. L. Rev. 110, 726; 
(1938) 52 Harv. L. Rev. 509. 

3 Norwegian Nitrogen Products Co. v. U. S., 288 U. S. 294, 53 Sup. Ct. 350, 
77 L. ed. 796 (1933). 

461 Sup. Ct. 524 (1941). 
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The Fair Labor Standards Act® sets up administrative procedure 
for establishing a minimum wage. The statute provides that the 
Administrator shall appoint an Industry Committee for each industry * 
to investigate conditions within that industry. It further provides 
that the Administrator shall submit data to this committee, and they 
may make use of this material and any witnesses he deems material.’ 
After this investigation the Industry Committee is to recommend to 
the Administrator the “highest minimum wage rates for that industry, 
having due regard to economic and competitive conditions, [which] 
will not substantially curtail employment in the industry.”* After 
this recommendation the statute provides for notice and hearing by 
the Administrator upon the committee’s recommendations.’ Follow- 
ing this procedure the Administrator in 1938 appointed an Industry 
Committee for the Textile industry. This committee heard witnesses 
and received various statistical and economic studies from the Bureau 
of Labor Statistics. Using this and other investigatory material the 
committee recommended a minimum wage of 32% cents for the 
Textile industry. The Administrator then gave notice of a public 
hearing on these recommendations of the committee at which the 
petitioner in the present case was among those who appeared as in- 
terested parties. The Administrator then gave the order carrying into 
effect the recommendations of the committee. On these facts the 


petitioner contended he was not given a fair hearing before the In- 
dustry Committee or before the Administrator’s hearing.’® 

For the sake of formal treatment the function to be performed by 
the Industry Committee in investigating and recommending facts, and 
the functions to be performed by the Administrator after the com- 
mittee report has been submitted will be treated separately in that 
order. 


I. Procedure Before the Industry Committee 


The petitioner’s contention that he was denied a fair hearing before 
the Industry Committee was based upon the supposition that the 
statute or demand of procedural due process required the committee 


552 Stat. 1060 (1938), 29 U. S. C. §§ 201-219 (1934). 

® Id. §5, §5 (a) “The Administrator shall as soon as practicable appoint an 
industry committee for each industry engaged in Commerce or in the production 
of goods for commerce.’ 

7 Id. §5 (d). 

8 Id. §8 (b). 

9Id. §8 (d), provides that after the Industry Committee files its report the 
Administrator “after due notice to interested persons, and giving them an oppor- 
tunity to be heard, shall by order approve and carry into effect the recommenda- 
tions contained in such report, if he finds that the recommendations are made in 
accordance with law, are supported by the evidence adduced at the hear- 
ing. . 
10 Supra note 4. 
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to hold hearings upon notice to interested parties, and the attending 
rights that would go with a hearing in the judicial sense. 

It is well recognized that Congress is not barred from resorting to 
the use of commissions as fact-finding agencies where these com- 
missions’ findings are made in conformity to previously adopted legis- 
lative standards." In the present case the standards seem well de- 
fined ** and the congressional policy made clear under which the 
investigatory body was to operate, and the case seems well within 
the constitutional mandate that legislative powers be vested in Con- 
gress.’* 

Though a proceeding may be within the legislative power it is only 
upon an examination of the functions of the particular proceeding in 
light of the legislative intent in providing for that proceeding that the 
answer to the extent of fair hearing assured by the statute may be 
found. It would seem that to a great extent this answer will be de- 
terminable upon whether the nature of the proceeding as provided by 
statute is legislative or judicial. 

The statute in setting up and defining the powers of the Industry 
Committee’* shows no intent to give the committee any power except 
to investigate and recommend a minimum wage. This would appear 
to be primarily a legislative function for it is familiar legislative prac- 
tice to have investigations to fix standards,’* and it would seem no 
more an abandonment of this function for Congress to accept ad- 
ministrative judgment as to the relative weights to be given than it 
would when a congressional committee accepts the advice of social or 
economic experts and acts legislatively upon this advice without re- 
examining for itself the data upon which that advice is based.’* There 
is nothing in the Fair Labor Standards act to indicate that there was 
any intent to give the committee more than the power to investigate 
upon the basis of data which the Administrator may submit, and which 
the committee may procure for itself, and to report its recommenda- 
tion to the Administrator. The committee has no power to increase 
or otherwise affect the wage rates but merely acts in an advisory 





11 Hampton & Co. v. U. S., 276 U. S. 394, 48 Sup. Ct. 348, 72 L. ed. 624 
(1928) ; Mulford v. Smith, 307 U. S. 38, 49 Sup. Ct. 648, 83 L. ed. 1092 (1939). 

12 Supra note 5, § 8, sets out the policy of the Act to raise the minimum wage 
to the 40 cents per hour limit as rapidly as economically feasible without sub- 
stantially curtailing employment. The court in the Opp Cotton Mills case, 
supra note 4, held this a definite function for the committee to perform and so 
within congressional control. 

13 Supra note 11. 

14 Supra notes 5, 6, 7, 8, 9. 

15 Currin v. Wallace, 306 U. S. 1, 59 Sup. Ct. 379, 83 L. ed. 441 (1939). 

16 Opp Cotton Mills, Inc. v. Adm. of Wage and Hour Div., supra note 4; 
Norwegian Nitrogen Products Co. v. U. S., supra note 3; United States v. 
Bush & Co., 310 U. S. 371, 60 Sup. Ct. 944, 84 L. ed. 1259 (1940). 
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capacity as an expert body which investigates and submits its facts 
and recommendations to the Administrator, and there is no reason 
that this action should be other than one of the stages of legislative 
process.'* 

Being legislative in function the extent of the fair hearing assured 
by the statute will be affected by the very nature of the fundamental 
rights protected in this type of proceeding. It is here that a great 
variance can be seen in the nature of the “fair hearing” concept, for 
that which may be a fundamental right in a judicial proceeding may 
be merely an optional or discretionary privilege in a legislative pro- 
ceeding. It seems that there would be no departure from the fair 
play concept to base the extent of the hearing assured by the statute 
upon the nature of the rights protected under the particular proceeding 
as set by statute. From this it would appear that the petitioner was 
not denied a fair hearing for it is well recognized legislative practice 
to make use of non-legal materials as evidence, discretionary and 
optional cross-examination, and other practices not used in the strict 
judicial proceedings.** And furthermore it is well established that the 
facts of legislative investigatory bodies appointed by Congress are 
not subject to judicial review.’® Therefore, it would appear that the 
petitioner had all the rights protected in his relation to the Industry 
Committee that he would have had if the investigation had been made 
before the Congressional Committee and it would seem that this was 
the only kind of hearing assured to him by the statute.” 


II. Procedure Before the Administrator 


While there was nothing in the statute or in the resulting functions 
to indicate that the nature of the proceedings before the Industry 
Committee should be other than legislative the provisions for the 
administrative hearing*? would seem to indicate that there was an 
intention to create a proceeding patterned upon a judicial proceeding. 
It would seem that this intent was manifested in the provisions that 
the administrative hearing should only be held after full notice and 
hearing to interested parties, and the right to a judicial review of this 
hearing. It follows, therefore, that if this intention is to be given 


17 Supra note 16. 

18 Supra note 3. 

19 United States v. Bush & Co., supra note 16. 

20In the Norwegian Nitrogen’ Products Co. case, supra note 3, the Court 
held that where a statute prescribed a hearing prior to legislative action by an 
administrative body the only kind of hearing assured to the parties interested is 
“one of the same order as has customarily, but optionally been allowed by con- 
gressional committees in the rate making process” and in none of these congres- 
sional proceedings have the opponents or advocates of a bill been given the right 
of cross- een, 


21 Supra note 5, §8 (d). 
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any effect the nature of the fair hearing assured as to the Adminis- 
trator’s hearing should be based to a great extent upon those funda- 
mental rights that are safeguarded in judicial proceedings. For this 
reason the question remains in the principal case if evidence which 
was by the nature of the proceedings competent before the Industry 
Committee would be competent before the final proceeding at the 
Administrator’s hearing. 

The facts upon which the Administrator was to determine the issue 
were framed upon the report and recommendation of the Industry 
Committee and this was made part of the record in the hearing be- 
fore the Administrator. It appears that this would be sufficient 
information as to the facts upon which the government based its 
contentions, and that the petitioner would have sufficient knowledge 
of the controversy to form a rebuttal of the facts presented on the 
record.** 

Though the report of the Industry Committee was contained upon 
the record and was sufficient to support the finding of the Adminis- 
trator the problem still remains if the various statistical and economic 
data contained in this report were competent in a proceeding judicial 
in nature where the authors of this data were not present or subject 
to cross-examination.** 

It is well established that the technical rules of evidence do not 
have to be applied before administrative tribunals in order to insure 
a fair hearing.2* The courts, however, while relaxing the requirement 
for a technical application have erected certain safeguards against the 
infringement of fundamental rights.*° And on this ground the denial 
of the right to cross-examine has been held a denial of a fair 
hearing.*® 

But it seems as if the aspects of cross-examination as a fundamental 
right in administrative proceedings should be examined from the 
standpoint of particular situations. If other methods are available 
that will enable the party to present his side of the controversy it 
would seem no denial of a fair hearing if the party was allowed to 
make use of those methods, for it would seem as regards fair play 
that the rights assured the party are merely that he have the oppor- 


22 Cf., Morgan v. U. S., supra note 1. 

23 Supra note 4. 

24 Interstate Commerce Commission v. Louisville & Nashville Ry. Co., 227 
U.S. 88, 33 Sup. Ct. 185, 57 L. ed. 431 (1913). 

25 Supra note 24. 

26 Chicago E. & I. Ry. v. U. S, 43 F. (2d) 987 (N. D. Ill. 1930); 
I. C. C. v. Louisville & Nashville Ry. Co., supra note 24; Contra: Chin Ah 
Yoke v. White, 244 Fed. 940 (C. C. A. 9th, 1917); see Kwoch Jan Fat. v. 
White, 253 U. S. 454, 40 Sup. Ct. 566, 64 L. ed. 1010 (1920). For a general 
discussion see the REPorT oF ATTORNEY GENERAL’Ss COMMITTEE ON ADMINIS- 
TRATIVE PROCEDURE, appendix J, 404, (1940). 
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tunity to present his side and controvert his opponent’s side of the 
issue. Therefore, from a practical standpoint, it would appear that 
to hold in the principal case that all data gathered by the Industry 
Committee were subject to cross-examination in the subsequent hear- 
ing before the Administrator would be subjecting the whole hearing 
to mere repetitious testimony. And, furthermore, it is doubtful if any 
practical results would be obtained by cross-examination of an eco- 
nomic analysis for from the nature of a study of this kind it can be 
seen that its value could not be adequately tested by the conventional 
type of legal cross-examination. As the parties have full opportunity 
to present evidence at the Administrator’s hearing a much more 
practical way of testing the material might be by direct rebuttal ** 
and this would protect the rights of the parties to a necessary degree 
of fairness for they would still be able to test the analysis presented 
by the government, for this rebuttal would become part of the record 
upon which the Administrator would base his final holding, and 
would also be subject to judicial review.** For this reason it would 
appear either from the holding of the Court that the technical rules 
of evidence do not apply in Administrative proceedings,”® or from the 
practical viewpoint that the petitioner had full opportunity to con- 
trovert the issue and test the facts by rebuttal that he was not denied 
a fair hearing.*° 


It is apparent from an examination of the Fair Labor Standards 
Act and the principal case that an Administrative proceeding is hybrid 
in nature; containing proceedings that vary in function. It would 
seem, therefore, that the principal case makes due allowance for the 
doctrine of fair play in light of the dual nature of administrative pro- 
cedure; and there is full recognition that the concept of fair play 
does not require a full hearing at the initial stage in administrative 
procedure, or at any other particular point, as long as the requisite 
hearing is held before the final order becomes effective. 


VERNON C. KouHLHAAs. 


27 Monograph No. 12, The Attorney General’s Committee on Administrative 
Procedure. Study of the Administration of the Fair Labor Standards Act 
of 1938. 

28 Supra note 5, § 10. 

29 Supra note 4. 

30 For a full development of the Fair Hearing doctrine before various ad- 
ministrative bodies see (1938) 6 Geo. Wasu. L. Rev. 477 (fair hearing before 
the Bituminous Coal Comimssion) ; (1938) 6 Geo. Was. L. Rev. 192 (require- 
ments of a fair hearing before the Federal Communication Commission). In 
general, see the MonocraPHs prepared by the Attorney General’s Committee 
on Administrative Procedure. 





ANNOTATION OF OPINION OF THE 
ATTORNEY GENERAL OF THE 
UNITED STATES 


ALIENS — NATURALIZATION — PRoor oF ENTRY FOR PERMANENT 
RESIDENCE.—The Secretary of State requested an opinion from the 
Attorney General as to whether an alien spouse of a citizen of the 
United States who is abroad in the employment of the Government 
of the United States is required under § 312 of the Nationality Act 
of 1940, Pub. No. 853, 76th Cong., to prove that he or she legally 
entered the United States for permanent residence under the immi- 
gration laws of the United States as a condition precedent to nat- 
uralization. Held, that the alien spouse must prove legal entry for 
permanent residence, although not for immediate permanent residence, 
as a condition precedent to naturalization, for, although § 312 which 
deals with this special class of persons expressly exempts such alien 
spouse from the requirements (1) to file declaration of intention to 
become a citizen and (2) to prove the statutory periods of residence 
within the United States and within the jurisdiction of the naturaliza- 
tion court, it does not expressly exempt the alien spouse from the other 
two general requirements for naturalization, namely: (1) to prove 
legal entry into the United States for permanent residence and (2) to 
file in a court of competent jurisdiction a petition for naturalization. 
(§ 322, 9] 9, 11, 13, 14.) If Congress had intended further to extend 
exemption it would have done this also by express language. Nat- 
uralization, Proof of Entry for Permanent Residence, Opinion of the 
Attorney General (May 26, 1941). 

In support of his conclusion the Attorney General cited United 
States v. Manzi, 276 U. S. 463, 48 Sup. Ct. 328, 72 L. ed. 654 
(1928), which holds that where doubt exists naturalization laws should 
be construed strictly against applicants for citizenship. There are 
numerous adjudications to the same effect. In re Scriver, 9 F. Supp. 
478 (W. D. N. Y. 1935); United States v. Harbanuk, 62 F. (2d) 
759 (C. C. A. 2d, 1933); In re Kempson, 14 F. (2d) 668 (W. D. 
Wash. 1926); Swan and Finch Co. v. United States, 190 U. S. 143, 
23 Sup. Ct. 702, 47 L. ed. 984 (1903). But there are cases standing 
for the contrary proposition that a wide discretion is lodged in the 
judge who hears a petition for naturalization, that this discretion can- 
not be exercised arbitrarily or in a manner which adds to the require- 
ments contained in the act, and that the act must be liberally construed 
in favor of the petitioner. Tutun v. United States, 12 F. (2d) 763 
(C. C. A. Ist, 1926); In re Symanowsski, 168 Fed. 978 (N. D. 
Ill. 1909); In re Shapiro, 186 Fed. 606 (Ore. 1911); Petition 
of Fortunato, 8 F. (2d) 508 (Del. 1925) ; It is generally agreed that 
naturalization is a statutory proceeding and that the court cannot go 
beyond the statute. State ex rel. Weisz v. District Court of 16th Judi- 
cial District for Garfield County, 61 Mont. 427, 202 Pac. 387 (1921) ; 
United States v. Vujnovic, 12 F. Supp. 208 (W. D. N. Y. 1935) ; 
In re Vassall, 47 F. (2d) 598 (C. C. A. 2d, 1931); In re Beale, 2 F. 
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Supp. 899 (Minn. 1933), aff'd 71 F. (2d) 737 (C. C. A. 8th, 1934) ; 
United States v. Rodgers, 185 Fed. 334 (C. C. A. 3d, 1911). Grant 
of citizenship is a matter of privilege and not a right and is effective 
only after strict compliance with the terms and procedure set forth in 
the acts of Congress. Petition of Connal, 8 F. (2d) 374 (E. D. N. Y. 
1925); In re Lorenzoni, 42 F. (2d) 297 (M. D. Pa. 1930); Turlej 
v. United States, 31 F. (2d) 696 (C. C. A. 8th, 1929); Petition of 
Oganesoff, 20 F. (2d) 978 (S. D. Cal. 1927) ; United States v. Gins- 
berg, 243 U. S. 472, 37 Sup. Ct. 422, 61 L. ed. 321 (1917); United 
States v. Olaechea, 293 Fed. 819 (Nev. 1923) ; In re Buntaro Kuma- 
gai, 163 Fed. 922 (W. D. Wash. 1908). Foreigners are not granted 
citizenship as a matter of right but as an act of grace of the Govern- 
ment, which may fix such conditions as it sees fit. United States v. 
Akhay Kumar Mozumdar, 296 Fed. 173 (S. D. Cal. 1923), aff’d 299 
Fed. 240 (C. C. A. 9th, 1924) ; In re Sigelman, 268 Fed. 217 (E. D. 
Mo. 1920); Ex Parte Eberhardt, 270 Fed. 334 (E. D. Mo. 1921); 
In re Vitale, 44 F. (2d) 241 (E. D. N. Y. 1930); United States v. 
Tapolcsanyi, 32 F. (2d) 385 (W. D. Pa. 1929), aff'd 40 F. (2d) 255 
(C. C. A. 3d, 1930). Attention is called to the fact that the Depart- 
ment of Justice had made an administrative interpretation in the 
regulations issued under the Nationality Act of 1940 in accord with 
the Attorney General’s view about five months before this opinion. 
Section 363.4 of these regulations excluded persons mentioned in 
§ 312 of the Act from the list of persons who may be naturalized 
without filing certificates of entry showing legal entry into the United 
States for permanent residence. FEDERAL REGISTER (January 11, 
1941) 230 et seq. 

To reach any other conclusion than that of this opinion would do 
violence to the ordinary rules of statutory construction by reading 
into the act what does not appear by clear implication. S. B. H 





RECENT CASES 


ADMINISTRATIVE LAw—CiviL AERONAUTICS BoARD—PRESIDEN- 
TIAL APPROVAL OF BoARD’s ORDER—JURISDICTION OF C1RCUIT COURT 
oF APPEALS TO REvieEw Apvisory Decision.—Section 1006 of the 
Civil Aeronautics Act of 1938 provides for review by Circuit Courts 
of Appeals of all orders of the Civil Aeronautics Board, either nega- 
tive or affirmative, upon petition by any person showing substantial 
interest in such orders. The one apparent exception to this provision 
is found in the same paragraph which excludes an order in respect of 
any foreign air carrier, which order must be subject to the approval 
of the President of the United States. Section 801 of the Act, how- 
ever, provides in part that the issuance, or denial of any certificate 
authorizing an air carrier to engage in overseas or foreign air trans- 
portation, or any permit issuable to any foreign air carrier under 
§ 402, shall be subject to the approval of the President. From an 
order of the Board granting American Export Airlines, Inc., tem- 
porary certificates of public convenience and necessity for mail and 
passenger service to Lisbon, Portugal, the petitioner and intervenor, 
Pan American Airways Company, sought to have the Circuit Court 
of Appeals review the Board’s decision, contending that the order of 
the Board insofar as it affects Export Airlines, admittedly not a for- 
eign air carrier within the meaning of the Act, falls squarely within 
the provisions of the § 1006 conferring power of review upon the 
Circuit Courts of Appeals. Held, that the Board’s decision is only 
advisory to the President who, under the terms of the Act, must be 
the final authority; and such decision is, therefore, not reviewable by 
the Circuit Court of Appeals. Pan American Airways Co. v. Civil 
Aeronautics Board, 121 F. (2d) 810 (C. C. A. 2d, 1941). 

In addition to the above point, the court held that the Board’s order 
dismissing the application of Export Airlines under § 408 asking for 
approval of control of the American Export Airlines by American 
Export Lines should be remitted to the Board, and that under that 
section the Board should assume jurisdiction on the ground that the 
“acquisition” of the Export Airlines by the Export Lines falls within 
the province of the Board’s regulatory authority. See § 408(a) (5) 
Civil Aeronautics Act, 1938. See the instant case. It further affirmed 
the order of the Board denying Pan American’s petition for rehearing, 
finding no change in the events abroad subsequent to the close of the 
hearing sufficient to warrant a reconsideration. Only that phase of 
the court’s decision relating to the granting of the certificate, how- 
ever, will be discussed here. Had the court accepted jurisdiction of 
petitioner’s cause it would have placed itself in a position where its 
decision could be reviewed by the President, and this principle, as 
the earliest records of judicial history in this country show, the court’s 
have consistently rejected. U.S. v. Ferreira, 13 How. 40, 14 L. ed. 
42 (U. S. 1851); Gordon v. U. S., 117 U. S. 697, 17 L. ed. 921 
(1885). See also note to Hayburn’s case, 2 Dall. 409, 1 L. ed. 436 
(U.S.1792). The courts have declined to express an opinion in cases 
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where the judicial power could not be exercised and where judgments 
would not be final and conclusive upon the rights of the parties. If 
the court’s judgment is subject to review by an administrative officer, 
the court properly considers its function as advisory only, and will 
declare a want of jurisdiction. In re Sanborn, 148 U. S. 222, 13 Sup. 
Ct. 577, 37 L. ed. 429 (1892); Gordon v. U. S. supra; D.C. v. 

Eslin, 183 U. S. 62, 22 Sup. Ct. 17, 46 L. ed. 85 (1901). A duty to 
give decisions which are merely advisory and so without force as 
judicial judgments may be laid on a legislative court but not on a 
constitutional court established under Art. III of the ConstiTuTIoNn. 
Muskrat v. U. S., 219 U. S. 346, 31 Sup. Ct. 250, 55 L. ed. 246 
(1910); Ex parte Bakelite Corporation, 279 U. S. 438, 49 Sup. Ct. 
411, 73 L. ed. 789 (1928); Willing v. Chicago Auditorium Assn, 
277 U. S. 274, 289, 48 Sup. Ct. 507, 72 L. ed. 880 (1928). Referring 
to activities of the U. S. Tariff Commission, the courts have held that 
investigation by the Commission does not necessarily affect the rights 
of interested parties, since whatever is done by the Commission is not 
binding upon the President, but is only intended to assist him in a 
matter which he alone is authorized to determine. What issues from 
the Tariff Commission as a report and recommendation to the Presi- 
dent may be accepted or rejected, hence, the Commission is acting 
only in an advisory capacity. Frischer and Co. v. Bakelite Corp., 
39 F. (2d) 247 (C. C. P. A. 1930); Norwegian Nitrogen Products 
Co. v. U. S., 288 U. S. 294, 53 Sup. Ct. 350, 77 L. ed. 796 (1932). 
Similarly, in the instant case it is the judgment of the President on 
facts found by the Board which is determinative of whether or not 
the Board’s order will be promulgated. The President, and not the 
Board, is the final arbiter. U7. S. v. Bush and Co., 310 U. S. 371, 
60 Sup. Ct. 944, 84 L. ed. 1259 (1940). It is, however, the combina- 
tion of the foregoing with the inherent power in the executive which 
removes the case from the normal administrative body’s determina- 
tions. If, as in the petitioner’s view of the sections in question, the 
court could clearly obtain jurisdiction, its review would, neverthe- 
less, be futile, for the President’s constitutional power to negotiate 
with foreign nations and his statutory duty under the Act to approve 
or disapprove of the certificates would certainly put to naught any 
decision of the court. U.S. v. Belmont, 301 U. S. 324, 57 Sup. Ct. 
758, 81 L. ed. 1134 (1936); U.S. v. Curtis-Wright Corp., 299 U. S. 
304, 57 Sup. Ct. 216, 81 L. ed. 255 (1936). It is equally certain that 
were such review permitted and sustained, approval or disapproval 
by the President of the Board’s orders would be rendered superfluous. 
It is obvious that both the courts and the President, at this stage, can- 
not have the final say in such matters. The action of the executive 
power upon a matter committed to its determination by the ConstITU- 
TION and laws is conclusive upon the court. Marbury v. Madison, 
1 Cranch 137, 2 L. ed. 60 (U. S. 1803); Murray v. Hoboken Land 
and Improvement Co., 18 How. 272, 15 L. ed. 372 (U. S. 1855). The 
conduct of the foreign relations of the government of the United 
States is committed by the ConsTITUTION to the executive and legis- 
lative departments of the government, and the propriety of what may 
be done in the exercise of this political power is not subject to judicial 
inquiry or decision. Oetjen v. Central Leather Co., 246 U. S. 297, 
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38 Sup. Ct. 309 (1917). A court cannot substitute its own discretion 
for that of executive officers in matters belonging to the proper juris- 
diction of the latter. Board of Liquidation v. McComb, 92 U. S. 531, 
23 L. ed. 623 (1875). Although the action of the Board here takes 
the form of an order, in substance it cannot be more than a recom- 
mendation; it is not final, for the President may approve or reject 
it as he sees fit. Nor can his power to do this be successfully chal- 
lenged ; in foreign affairs the President has a degree of discretion and 
freedom from statutory restrictions which would not be admissible 
were domestic affairs alone involved. U. S. v. Curtis-Wright, supra. 
The statute itself prescribes the requirements for a fair hearing within 
which all action of the Board must fall. It has been inferred that the 
courts will go behind the order of the President to see if procedure 
has been carried out in substantial detail. U. S. v. Bush and Co., 
supra. But a court will overrule the order of an administrative agency 
only when the ruling of the agency is patently arbitrary or unreason- 
able, or where the agency has gone beyond its constitutional or statu- 
tory power, or its order is based upon a mistake of law. Shields v. 
Utah Idaho Central R. Co., 305 U. S. 177, 59 Sup. Ct. 160, 83 L. ed. 
111 (1938); J.C. C. v. Union Pac. Ry., 222 U. S. 541, 32 Sup. Ct. 
108, 56 L. ed. 308 (1911); 7. C. C. v. Ill. Cent., 215 U. S. 452, 470, 
30 Sup. Ct. 155, 54 L. ed. 280 (1909); Southern Pacific v. I. C. C., 
219 U. S. 433, 31 Sup. Ct. 288, 55 L. ed. 283 (1910). 

This decision of the Circuit Court of Appeals is the first of its kind 
in American air law and establishes valuable precedent in a branch of 
the field that has barely been touched. It has no parallel in the history 
of land commerce, for that arm of the transportation services is affected 
with no element likely to project it into international affairs. Of this 
singular and significant distinction the court has been duly cognizant, 
and wisely has seen fit to declare the subject matter beyond its juris- 
diction. 


CONSTITUTIONAL LAW—RAcE EQuaLity—THE NEcrRO’s RIGHT 
TO FREEDOM FROM DISCRIMINATION IN DEMAND FOR FIRST-CLASS 
RarLroap AccoM MODATIONS.—A negro traveling on a first-class rail- 
road ticket from Chicago to Hot Springs, Arkansas, was, while in 
Arkansas, refused first-class accommodations and compelled to move 
into a second-class coach provided for colored passengers. This was 
in purported compliance with the Arkansas Separate Coach Law re- 
quiring segregation of colored from white passengers by the use of 
cars or partitioned sections providing “equal, but separate and suffi- 
cient accommodations” for both races. The first-class white passen- 
gers had, in addition to the Pullman-sleeper, the exclusive use of 
the train’s only dining-car and only observation-parlor car. Held, 
that such unlawful discrimination is prohibited by the Interstate Com- 
merce Act and the Fourteenth Amendment, and the plaintiff is en- 
titled to relief in proceedings before the Interstate Commerce Com- 
mission, irrespective of the fact that demand for first-class accommo- 
dations by negroes is negligible. Mitchell v. U. S., 61 Sup. Ct. 873, 
85 L. ed. 811 (1941). State statutes, commonly known as separate 
coach laws, which provide for segregation through the furnishing of 
“separate but equal accommodations to colored and white passengers 
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in intrastate travel are valid and recognized as within the police 
power of the state legislatures, and are not an infringement upon the 
exclusive power of Congress to regulate interstate commerce. “The 
enforced separation of the races . . . neither abridges the privileges 
or immunities of the colored man, deprives him of his property with- 
out due process of law, nor denies him the equal protection of the 
laws, within the meaning of the Fourteenth Amendment.” Plessy v. 
Ferguson, 163 U. S. 537, 11 Sup. Ct. 1138, 41 L. ed. 256 (1896) ; 
Louisville, N. O. Ry. v. Mississippi, 133 U. S. 587, 10 Sup. Ct. 348, 
33 L. ed. 784 (1890); Chesapeake and Ohio Ry. Co. v. Kentucky, 
179 U. S. 388, 21 Sup. Ct. 101, 45 L. ed. 244 (1900); McCabe v. 
Atchison, T. & S. F. Ry. Co., 235 U.S. 151, 35 Sup. Ct. 69, 59 L. ed. 
169 (1914). If the statute is so worded as to encompass interstate 
as well as intrastate travel, it is still a reasonable police regulation 
and not obnoxious to the Fourteenth Amendment, nor as a regulation 
of interstate commerce. Smith v. State, 100 Tenn. 494, 46 S. W. 566 
(1898) ; writ of error dismissed, 21 Sup. Ct. 917, 45 L. ed. 1256 
(1900). Or a railroad may enforce its own regulation requiring 
segregation of interstate passengers. Chiles v. Chesapeake & Ohio 
Ry. Co., 218 U. S. 71, 30 Sup. Ct. 667, 54 L. ed. 926 (1910); cf. 
Edwards v. Nashville, C. & St. L. Ry. Co., 12 1. C. C. 247 (1907). 
And a state statute forbidding segregation is unconstitutional as ap- 
plied to a vessel plying between two states, the Court’s reasoning being 
that otherwise, because of segregation statutes in other states, there 
might be an undue burden on interstate commerce by necessitating a 
change of accommodations at state lines. Hall v. DeCuir, 95 U. S. 
485, 24 L. ed. 547 (1877). Although the above is ample judicial 
backing on the point that segregation of the races in railway travel is 
per se not unconstitutional, there was until the Mitchell case only 
dicta to the effect that in the process of segregation a colored passenger 
could not be denied a facility or convenience in the course of his jour- 
ney which under substantially the same circumstances was furnished 
to another traveler. See McCabe v. Atchison, supra. 

Congress has power to regulate interstate commerce and, having 
this power, may “provide for its execution through the aid of a sub- 
ordinate body.” Houston, E. & W. Texas Ry. Co. v. U. S. (The 
Shreveport case), 234 U. S. 342, 34 Sup. Ct. 833, 58 L. ed. 1341 
(1914); Delaware & Hudson Co. v. U. S., 5 F. (2d) 831 (S. D. 
N. Y. 1925). Section 3(1) of the Interstate Commerce Act, 41 Stat. 
499 (1920), 49 U. S. C. §3 (1934), provides; “It shall be unlawful 
for any common carrier subject to the provisions of this chapter 

. . to subject any particular person . . . to any undue or unreason- 
able prejudice or disadvantage in any respect whatsoever.” The legis- 
lative history of the Act shows clearly that the evil of discrimination 
was the principle thing aimed at. The Shreveport Case, supra; 
Louisville & Nashville Ry. Co. v. U. S., 282 U. S. 740, 51 Sup. Ct. 
297, 75 L. ed. 672 (1931). The positive rights and privileges pro- 
tected by the Fourteenth Amendment are secured only by way of 
prohibition against the states; Civil Rights cases, 109 U. S. 3, 3 Sup. 
Ct. 18, 27 L. ed. 835 (1883); but the prohibition in the Interstate 
Commerce Act operates directly on the carrier itself and demands 
equality of treatment to colored passengers. It has been interpreted 
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by the Commission to mean that negroes holding first-class tickets 
must receive accommodations equal in comfort and convenience to 
those furnished first-class white passengers. Edwards v. Nashville, 
©. & St. L. Ry. Co., supra. The Act refers to “any particular per- 
son”; and the negligible amount of colored traffic is no justification 
for the denial of that fundamental right of equality of treatment. 
Such would make the constitutional right depend upon the number of 
persons who may be discriminated against, whereas the essence of that 
right is that it is a personal one. McCabe v. Atchison, supra; Miss- 
ouri ex rel. Gaines v. Canada, 305 U. S. 337, 59 Sup. Ct. 232, 83 
L. ed. 208 (1938). Although the Supreme Court in the text of its 
opinion in the Mitchell case discussed at some length the protection 
afforded by the Fourteenth Amendment, the ultimate holding was 
confined to the violation of the Interstate Commerce Act. In spite 
of the practical difficulties necessarily resulting from this decision it 
is the only conclusion which the Court could have reached in the light 
of its previous decisions. . =. oe 


Hapeas Corpus—HEARINGS—DELEGATION OF Duty To A Com- 
MISSIONER.—Petitioner who was serving sentence in Alcatraz for 
bank robbery applied for a writ of habeas corpus in the District 
Court for the Northern District of California on the ground that his 
constitutional rights were prejudiced in the trial court. After hear- 
ing on an order to show cause, the writ issued commanding the warden 
of Alcatraz to produce the petitioner before a commissioner sitting at 
Alcatraz on a day named. This was done and the commissioner 
took testimony and received depositions on behalf of the respondent. 
The commissioner submitted a report reciting the proceedings, a sum- 
mary of the asserted grounds of relief, findings of fact, conclusions of 
law and recommending denial of the writ. After hearing of argu- 
ment based on the report, the judge ordered the discharge of the writ. 
Leave to appeal in forma pauperis having been denied by the District 
Court and by the Circuit Court of Appeals, the Supreme Court 
granted petition for certiorari and to be heard in forma pauperis. 
Held, that the provisions of Rev. Stat. § 761 (1874), 28 U. S. C. 
§$ 461 (1934), require that the district judge personally hear the pris- 
oner’s testimony and in the light of it and other testimony. personally 
find facts and base his disposition of the cause on these findings. John- 
stone v. Holiday, 9 U. S. L. W. 4343 (1940), 85 L. ed. (adv. op.) 
899 (1940). 

That a commissioner is not a judge of a court of the United States 
within the constitutional sense is apparent and conceded. He is simply 
an officer of the court appointed and removed by same. Rev. Star. 
§ 627 (1874), Ex parte Hennen, 13 Pet. 230, 10 L. ed. 138 (U. S. 
1839) ; United States v. Aldred, 155 U. S. 591, 15 Sup. Ct. 231, 
39 L. ed. 273 (1895); Todd v. United States, 158 U. S. 28, 282, 15 
Sup. Ct. 889, 39 L. ed. 982 (1894). Many types of proceedings are 
properly heard by a commissioner. Actions in equity: Kimberly v 
Arms, 129 U. S. 512, 9 Sup. Ct. 355, 32 L. ed. 769 (1888) ; Craw- 
ford v. Neal, 144 U. S. 585, 12 Sup. Ct. 355, 32 L. ed. 769 (1891) ; 
Davis v. Schwartz, 155 U. S. 631, 637, 15 Sup. Ct. 237, 39 L. ed. 
289 (1894). A boundary dispute between two states: New Jersey 
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v. Delaware, 291 U. S. 361, 54 Sup. Ct. 407, 78 L. ed. 847 (1933). 
Hearings on motions in admiralty: The MARY, 233 Fed. 121 
(W. D. Wash. 1916). Actions to recover fees due a United 
States Marshall from the United States, Nixon v. United States, 82 
Fed. 23, 24 (E. D. Tenn. 1897). These cases, as is usual in 
administrative proceedings, deal exclusively with property interests, 
and, as pointed out by the Court in this case, are obviously different 
from proceedings in habeas corpus. But, on the other hand, cases 
involving personal liberty have been heard to a commissioner. Habeas 
corpus from confinement pending deportations: Chin Bak Kan v. 
United States, 186 U. S. 193, 22 Sup. Ct. 891, 46 L. ed. 1121 (1902). 
Habeas corpus denying an alien entry to the United States: Lee Sing 
Far v. United States, 94 Fed. 834 (C. C. A. 9th, 1899); In re Jew 
Wong Loy, 91 Fed. 240 (N. D. Cal. 1898); Nishimura Ekin 
v. United States, 142 U. S. 651, 12 Sup. Ct. 336, 35 L. ed. 1146 
(1892) ; United States v. Ju Toy, 198 U. S. 253, 25 Sup. Ct. 644, 
49 L. ed. 1040 (1904). Hearings on warrants in extradition pro- 
ceedings: Grin v. Shine, 187 U. S. 181, 23 Sup. Ct. 98, 47 L. ed. 
130 (1902). And in what appears to be an isolated case, habeas 
corpus from life imprisonment on a criminal charge: Ex Parte 
Sharp, 33 F. Supp. 464 (Kan. 1940). As habeas corpus is a 
generic term as used in the judiciary act and including every form of 
that writ, Ex parte Bolland, 4 Cran. 75, 94, 2 L. ed. 554 (U. S. 
1807), it is submitted that fundamental procedure in all cases should 
be the same regardless of the reason for the confinement from which 
relief is sought. Promptness is one of the things which gives to this 
writ its special value. All of the freedom of equity procedure is thus 
prescribed to the end that substantial justice, promptly administered 
may be accomplished. Storti v. Mass., 183 U. S. 138, 143, 22 Sup. Ct. 
72, 46 L. ed. 120 (1901). In the absence of any controlling act of 
Congress the power to make compulsory reference to a commissioner 
to simplify and clarify issues and make tentative findings is possessed 
inherently by the district court at law as in equity. Ex Parte Peter- 
son, 253 U. S. 300, 40 Sup. Ct. 543, 64 L. ed. 919 (1920) ; Hechers 
v. Fowler, 2 Wall, 123, 17 L. ed. 759 (U. S. 1864). Consequently 
where such reference to a commissioner will tend to accelerate the 
proceedings and the requirements of due process are met, The Mor- 
gan Cases, 298 U. S. 468, 56 Sup. Ct. 906, 80 L. ed. 1288 (1935) ; 
304 U. S. 1, 58 Sup. Ct. 773, 82 L. ed. 1129 (1937); 307 U. S. 
183, 89 Sup. Ct. 795, 83 L. ed. 1211 (1939); is such delegation 
of the duty to hear and decide inconsistent with the statutory man- 
date that “the Court, or justice or judge shall proceed in a sum- 
mary way to determine the facts of the case, by hearing the tes- 
timony and arguments and thereupon to dispose of the party as 
law and justice require?” Rev. Stat. §761 (1874), 28 U. S. C. 
§ 461 (1934). The decision in the instant case has interpreted 
the statute as in effect reading “the court or justice, or judge 
shall proceed personally, etc.” This may be the fair and necessary 
interpretation. It is possible, however, to uphold the procedure in- 
volved by assuming that the statute is satisfied if the judge accepts 
responsibility for determining even though he has used assistance to 
hear the facts. If in his decision he does not depart from the record 
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as presented by the hearing commissioner “due process” may be satis- 
fied. Morgan Cases, supra. The provisions of the judiciary code 
indicate that the entire procedure is to be expedited as much as 
possible, Rev. Stat. §§ 755-760 (1874), 28 U. S. C. §§ 455-460 
(1934). 

The principle reason for the reference of the hearing to a commis- 
sioner is undoubtedly to speed the cause. The record in the instant 
case, as pointed out by the Court, discloses that the petition was filed 
May 8, 1939, order to show cause issued June 29, 1939, return thereon 
filed July 10, 1939, the traverse July 31, 1939 and the writ issued 
Dec. 14, 1939. The commissioner held hearings Dec. 16, 1939 and 
April 30, 1940 and filed his report May 23, 1940. On July 1, 1940 
the judge entered his order discharging the writ. No explanation of 
these delays is vouchsafed. Should reference to a commissioner 
inordinately result in such protraction of the proceedings the main 
reason for reference is nullified. That mere reference of a hearing 
to a commissioner will not inevitably result in such delay is patent. 
In fact the usual case will be expedited. Habeas corpus, however, is 
a prerogative writ which has as its sole objective the protection of the 
individual’s right of freedom of the person. Any procedural device 
to secure speed and efficiency is not suitable if it transgresses this 
fundamental precept. But it is apparent that procedural delay in a 
case of wrongful confinement is an invasion of this personal right. 
Accordingly, it is submitted that where such reference to a com- 
missioner, in place of the traditional judge, will in fact speed the 
cause the requirements of the statute and of due process are met. 


J.C.B. 


INJUNCTIONS—EQUITY—POWER TO RESTRAIN ENFORCEMENT OF 
ALLEGED UNCONSTITUTIONAL STATUTE.—The Bell Telephone Com- 
pany of Pennsylvania sought an injunction to restrain the Pennsyl- 
vania Public Utility Commission from enforcing against it § 702 of 
the Pennsylvania Public Utility Law of 1937, as amended by Act 
of September 28, 1938, Sp. Sess. P. L. 44, 66 P. S. § 1272, which 
provided that no public utility except certain classes of common car- 
riers by railroad or motor vehicle should make effective or modify 
certain contracts with an affiliated interest until the public utility had 
secured the Commission’s approval. Failure to apply for approval 
involved maximum penalties of five years imprisonment and $5,000 
fine. 66 P. S. § 1495. Held, that the severe penalties, the irrecover- 
able costs expended in preparation for and attendance upon the Com- 
mission’s hearings of the applications for approval and the delays of 
months and even years frequently caused by such hearings constituted 
sufficient grounds for the issuance of the injunction and permitted 
the court to determine the constitutionality of the statute. There is 
also the subordinate point of delegation of legislative power which 
is not discussed in this note. Bell Telephone Company of Pennsyl- 
vania v. Driscoll, 21 A. (2d) 912 (Pa. 1941). 

Courts of equity have no power per se to issue an injunction re- 
straining the enforcement of a legislative act upon the mere allegation 
that the law is unconstitutional, but it must appear that there is no 
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adequate remedy at law, or that the case falls under some recognized 
head of equity jurisdiction. Cruickshank vy. Bidwell, 176 U. S. 73, 
20 Sup. Ct. 280, 44 L. ed. 377 (1900); Pratt v. Stout, 85 F. (2d) 
172 (C. C. A. 5th, 1936); Egan v. City of Miami, 130 Fla. 405, 178 
So. 132 (1938); Lockwood v. Baird, 59 N. D. 713, 231 N. W. 851 
(1930). The mere apprehension or possibility that the enforcing 
officers will seek to subject either persons or property to an alleged 
unconstitutional law is not enough to cause an injunction to issue. 
Champlin Refining Company v. Corporation Commission of Okla- 
homa, 286 U. S. 210, 52 Sup. Ct. 559, 76 L. ed. 1062 (1932) ; Buck- 
land v. Lee, 6 F. Supp. 606 (S. D. W. Va. 1931). The petitioner, 
however, is entitled to relief before the consummation of imminent and 
threatened injury. Society of the Sisters of the Holy Names of Jesus 
and Mary v. Pierce 296 Fed. 928 (Ore. 1924), aff'd, 268 U. S. 510, 
45 Sup. Ct. 571, 69 L. ed. 1070 (1924); Cowan v. City of Buffalo, 
288 N. Y. Supp. 239 (1936). Cf. Chandler, Inc. v. City of Atlanta, 
178 Ga. 661, 174 S. E. 129 (1934). The threatened or invaded right 
must be a legal right,—one of property, one arising out of contract, 
one protected against tortuous invasion or one founded on a statu- 
tory privilege. Dobbins v. City of Los Angeles, 195 U. S. 223, 25 
Sup. Ct. 18, 49 L. ed. 169 (1904). See Terrance v. Thompson, 263 
U. S. 197, 214, 44 Sup. Ct. 15, 17, 68 L. ed. 255, 274 (1923) ; 
Massachusetts vy. Mellon, 262 U. S. 447, 487, 43 Sup. Ct. 597, 601, 
67 L. ed. 1078, 1085 (1923); Tennessee Electric Power Co. v. Ten- 
nessee Valley Authority, 306 U. S. 118, 137, 59 Sup. Ct. 366, 369, 
83 L. ed. 543, 549 (1938). The danger of repeated arrest permits the 
injunction to issue. Jewel Tea Co. v. Town of Bel Air, 172 Md. 536, 
192 Atl. 417 (1937). Contra: Beard v. Fox, 192 Ark. 1177, 90 
S. W. (2d) 212 (1936). When alleged irreparable damage resulting 
from the enforcement of a statute or orders of an administrative body 
will be consummated only after a trial at law at which the constitu- 
tionality of the statute or orders may be tested, the legal remedy is 
adequate and there is no equitable jurisdiction. Cavanaugh v. Looney, 
248 U. S. 453, 39 Sup. Ct. 142, 63 L. ed. 354 (1919) (eminent do- 
main proceedings afforded adequate remedy at law to test the statute) ; 
Federal Trade Commission vy. Claire Furnace Co., 274 U. S. 160, 47 
Sup. Ct. 553, 71 L. ed. 978 (1927) (orders of the F. T. C. could be 
enforced only by the U. S. Att’y Gen.); Northport Power and 
Light Co. v. Hartley, 283 U. S. 568, 51 Sup. Ct. 581, 75 L. ed. 1275 
(1931) (land would escheat to the state only after formal proceed- 
ings at law). 

The Pennsylvania Court in the instant case states that it would be 
“grossly unfair’ to require the corporation and its officers to risk the 
imposition of the penalties in order to test the constitutionality of the 
act. Severe penalties, alone, however, without irreparable damage 
resulting from compliance with the alleged unconstitutional act, do not 
appear to permit injunctive relief. Ex parte Young, 209 U. S. 123, 
28 Sup. Ct. 441, 52 L. ed. 714 (1908) (alleged confiscatory rates 
fixed by statute) ; Oklahoma Operating Co. v. Love, 252 U. S. 331, 
40 Sup. Ct. 338, 64 L. ed. 596 (1920) (fixed laundry charges) ; 
Modern Woodmen of America v. Casades, 15 F. Supp. 483 (N. M. 
1936) (state sought to change classification of insurance company 
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from exempt fraternal association and collect taxes from 1910 to 
1935); Pennsylvania Ry. Co. v. Driscoll, 330 Pa. 97, 198 A. 130 
(1938) (“Full-Crew” act applicable to railroads). Cj. Chicago M. 
& St. P. Ry. Co. v. Minnesota, 134 U. 5. 418, 10 Sup. Ct. 462, 33 
L. ed. 970 (1890); Reagan v. Farmer's Loan and Trust Co., 154 
U. S. 362, 14 Sup. Ct. 1047, 38 L. ed. 1014 (1894) (which indicate 
that the Court’s real concern is to assure that property shall not be 
taken for public or private use without due process of law). The 
United States Supreme Court has stated that since the orders of the 
Railroad Retirement Board could be enforced only by the Attorney 
General against a railroad operated by the State of California, for 
which exemption was claimed, and since no irreparable damage had 
been shown, the severity of the penalties imposed did not bring the 
case within the doctrine of Ex parte Young, supra, California v. Lat- 
imer, 305 U. S. 255, 59 Sup. Ct. 166, 83 L. ed. 159 (1938). 

The court’s conjecture that there would be expense involved and 
time consumed in appearing before an administrative body, does not 
constitute proof of irreparable damage of the kind against which equity 
will protect. Petroleum Exploration Co. v. Public Service Comm. of 
Ky., 304 U.S. 209, 58 Sup. Ct. 834, 82 L. ed. 1294 (1938) ; Meyer v. 
Bethlehem Shipbuilding Corp., 303 U. S. 41, 58 Sup. Ct. 459, 82 
L. ed. 838 (1938) ; Pittsburg and W.Va. Ry. Co. v. Interstate Com- 
merce Comm., 52 App. D. C. 40, 280 Fed. 1014 (1922); app. dis- 
missed 266 U. S. 640, 45 Sup. Ct. 124, 69 L. ed. 483 (1923). Cf. 
Edward Hines Yellow Pine Trustees v. Knox, 144 Miss. 560, 108 
So. 907 (1926) (no irreparable damage involved in cost of tax assess- 
ment appeal at law) ; State ex rel. Carrau v. Superior Court of Kings 
County, 30 Wash. 700, 71 Pac. 648 (1903) (expense of appeal at law 
does not permit the issuance of a writ of prohibition). It was stated 
in Meyer v. Bethlehem Shipbuilding Corp., supra, that the expense 
involved in administrative hearings was simply one of the burdens of 
living in organized society and was in the same category as the cost of 
defending a groundless legal action. 

Unless there is proof of frequent delays of the Public Utility Com- 
mission’s hearings so as adversely to affect the interest of the Bell 
Telephone Co. and the public, the court should not enjoin the enforce- 
ment of a legislative act. In the absence of such proof of damage, it 
does not appear that the determination of the statute’s constitutionality 
was properly a matter for the exercise of the court’s equity powers. 


TAL 


INTERSTATE COMMERCE COMMISSION — Motor CARRIERS — 
ADMINISTRATIVE LAW—JUDICIAL REVIEW—GRANDFATHER CLAUSE 
—INTERPRETATION.—An interstate motor common carrier sought a 
certificate of public convenience and necessity under the “grandfather” 
clause in § 206(a) of the Motor Carrier Act, 1935, 49 Stat. 551 
(1935), 49 U. S. C. Supp. V § 306(a) (1936), to transport general 
commodities (except those for which special equiment is required) 
over irregular routes between all points in South Carolina, North 
Carolina, Delaware, New Jersey, Connecticut, Rhode Island, and 
Massachusetts, also points in eastern Virginia, Maryland, Pennsyl- 
vania, and New York, and over a regular route between Cherryville, 
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N. C. and Boston. The Interstate Commerce Commission, division 
5, found that the carrier on the “grandfather” date, June 1, 1935, and 
subsequent thereto, had been engaged in the transportation of (1) 
cotton yarn from all points in twelve North Carolina counties to 
Hagerstown, Md., New York, N. Y., Pawtucket and Providence, 
R. I., and points in eastern Pennsylvania and eight counties in New 
Jersey; (2) asbestos textile products from Charlotte, N. C., to Phil- 
adelphia and North Wales, Pa., Trenton, Newark, - Passaic, and 
Paterson, N. J., New York, N. Y., Middletown, Conn., Providence 
and Pawtucket, R. I., and Boston and Hudson, Mass.; (3) supplies 
and materials used in the manufacture of asbestos textile products 
from Harrison and Perth Amboy, N. J., to Charlotte, N. C., and 
empty spools and boxes in the reverse direction; (4) petroleum 
products in containers from Sewaren, N. J., and Marcus Hook, Pa., 
to Columbia and Greenville, S. C., and all North Carolina points ; 
(5) linoleum from Paulsboro, N. J., to Marcus Hook, Pa., and East 
Walpole, Mass., to Spartanburg and Greenville, S. C., and all North | 
Carolina points; (6) canned goods from Batlimore, Md., to Shelby, 
N. C.; (7) malt beverages from Newark, N. J., to Gastonia and 
Wadesboro, N. C.; and (8) roofiing and screen wire from York, Pa., 
to all North Carolina points. Certificate No. MC-2253 was issued 
authorizing these operations; and in all other respects the carrier’s 
application was denied. Carolina Freight Carriers Corporation Com- 
mon Carrier Application, 24 M. C. C. 305 (1940). The carrier 
brought suit in a statutory three-judge court to have the Commission’s 
order set aside. Held, that where a carrier, on and since June 1, 1935, 
has held itself out within a certain territory as an irregular route 
common carrier, has accepted for transportation all such commodities 
as it could obtain (except those for which special equipment is re- 
quired ), and has conducted a substantial business within the territory, 
it is entitled under the “grandfather” clause to a certificate of public 
convenience and necessity as a common carrier within the territory 
of general commodities (except those for which special equipment is 
required) ; and that the Commission’s order, in restricting the car- 
rier to the specific commodities and specific points served, is so 
arbitrary and unreasonable as to transcend the Commission’s power. 
Carolina Freight Carriers Corporation v. United States, 38 F. Supp. 
549 (W. D. N. C. 1941). 

The “grandfather” clause is not declaratory of legally vested oper- 
ating rights over the public highways, but represents an expedient 
adopted by Congress to avoid undue disturbance of the existing 
channels of interstate commerce—in which field the authority of Con- 
gress is plenary and exclusive. Gibbons v. Ogden, 9 Wheat. 1, 6 
L. ed. 23 (U. S. 1824); Visceglia v. United States, 24 F. Supp. 355 
(S. D. N. Y. 1938); see McDonald Motor Freight Lines v. United 
States, 35 F. Supp. 132, 135 (N. D. Texas 1940). As to the “grand- 
father” clause generally, see Note (1937) 6 Geo. Wasu. L. Rev. 93. 
This clause provides that if a common carrier was in bona fide opera- 
tion on June 1, 1935, “over route or routes or within the territory for 
which application is made and has so operated since that time . . . the 
Commission shall issue such certificate without requiring further 
proof that public convenience and necessity will be served by such 
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operation . . .” Any other common carrier must prove that its 
proposed operation will be required by public convenience and neces- 
sity. As an exemption to a remedial statute, the “grandfather” clause 
should be strictly construed and its benefits extended only to opera- 
tions clearly within its terms. McDonald v. Thompson, 305 UV. S. 
263, 59 Sup. Ct. 176, 83 L. ed. 164 (1938), noted (1939) 8 Geo. 
Wasu. L. Rev. 113; Fowler Motor Lines, Inc., Common Carrier 
Application, 24 M. C. C. 179 (1940). The Act contemplates that a 
certificate may be issued to authorize the transportation of a particular 
class or classes of commodities, for a common carrier is defined as 
one “which holds itself out to the general public to engage in the 
transportation . . . of . . . property or any class or classes thereof 
for compensation, whether over regular or irregular routes . . .” 
§ 203 (a) (14). See Gulf M. & O. R. Co. v. Luter Motor Express, 
1 S. (2d) 231 (Miss. 1941). Moreover, the right of a common 
carrier to limit its holding out to the transportation of a particular 
class or classes of commodities is recognized at common law. Citi- 
zens Bank v. Nantucket Steamboat Co., Fed. Cas. No. 2,730, 2 
Story 16 (C. C. Mass. 1811) ; Pacific Spruce Corporation v. McCoy, 
294 Fed. 711 (Ore. 1923), aff'd, 1 F. (2d) 853 (C. C. A. 9th, 1924) ; 
Honeyman v. Oregon & Calif. R. Co., 13 Ore. 352, 57 Am. Rep. 20 
(1886) ; Hutcuinson, Carriers (3d ed. 1906) §§ 59, 90, 91, 144; 
DaccEettT, INLAND TRANSPORTATION (3d ed. 1941) 248. “On the 
other hand,” says Daggett, supra at 249, “a carrier may not make 
fine distinctions. If it carries fruit, it must carry vegetables. If it 
carries horses, it must carry cows. If it carries one article of a class, 
it must take other articles of the same class.” See also Olanta Coal 
Min. Co. v. Beech Creek R. Co., 144 Fed. 150, 153 (W. D. Pa. 1906), 
affd, 158 Fed. 36 (C. C. A. 3d, 1907); HutcHINson, supra, 
§§ 59, 90. 

The extent of a carrier’s holding out may be expressly indicated 
or manifested by a course of action. Fish v. Chapman, 2 Ga. 349, 46 
Am. Dec. 393 (1847); Hutcuinson, supra, §§ 49, 54; see Beatty 
Contract Carrier Application, 1 M. C. C. 141, 145 (1936). 

In determining the extent of “grandfather” rights, the Commission 
has stated: “The question is whether there has been operation within 
the ‘grandfather’ period consistent with the holding out in the natural 
and normal course of business. A mere holding out without evidence 
of the operation consistent therewith is not enough.” Reliance Truck- 
ing Co., Inc., Contract Carrier Application, 4 M. C. C. 594, 595 
(1938). For application of the Commission’s policies see, further: 
Black Hills Transp. Co. Common Carrier Application, 2 M. C. C. 
391, 394-5 (1937); Moore Transportation Company Common Car- 
rier Application, 3 M. C. C. 585, 587 (1937) ; System Arizona Exp. 
Service, Inc., Common Carrier Application, 4 M. C. C. 129, 133 
(1938) ; Miller Common Carrier Application, 10 M. C. C. 15, 17 
(1938) ; Arkansas Transfer & Moving Co. Common Carrier Appli- 
cation, 10 M. C. C. 103, 104 (1938); Gable Transport Co., Inc., 
Common Carrier Application, 11 M. C. C. 247, 249 (1939); David- 
son Transfer & Storage Co. Common Carrier Application, 19 M. C. C. 
17, 20 (1939); cf. Highway Motor Freight Lines, Inc., Common 
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Carrier Application, 23 M. C. C. 621 (1940) (“grandfather” certifi- 
cate for general commodities granted). 

The findings of the Commission in regard to the territorial scope 
of the carrier’s “grandfather” rights should not be subject to Judicial 
review, since the carrier was accorded a full hearing and the weight 
of the evidence is for the determination of the Commission. Shields v. 
Utah Idaho Cent. R. Co., 305 U. S. 177, 59 Sup. Ct. 160, 83 L. ed. 
170 (1938), rev’g 95 F.(2d) 911 (C. C. A. 10th, 1938), noted (1939) 
7 Geo. Was. L. Rev. 894; McDonald v. Thompson, supra; United 
States v. Maher, 307 U. S. 148, 59 Sup. Ct. 769, 83 L. ed. 1162 
(1939), rev’g Maher v. United States, 23 F. Supp. 810 (Ore. 1938), 
noted (1940) 8 Geo. Wasu. L. Rev. 1118; Eastern Carriers Corp. v. 
United States, 31 F. Supp. 232 (M. D. Pa. 1939) ; Loving v. United 
States, 32 F. Supp. 464 (W. D. Okla. 1940), aff'd, 310 U. S. 609, 
60 Sup. Ct. 898, 84 L. ed. 1387 (1940) ; O’Malley v. United States, 
38 F. Supp. 1 (Minn. 1941); Howard Hall Co. v. United States, 
38 F. Supp. 556 (N. D. Ala. 1941) (probably contra to the instant 
case) ; Magee Truck Lines, Inc. v. Bond, 200 So. 586 (Miss. 1941) ; 
Santini Bros. v. Maltbie, 260 App. Div. 545, 23 N. Y. S. (2d) 566 
(1940). So, with respect to the class or classes of commodities 
which the carrier held out to transport. 

The Howard Hall case and the instant case have been appealed to 
the United States Supreme Court. The decision of the statutory 
court in the instant case, in setting aside the Commission’s order and 
remanding the cause to the Commission for further proceedings, is 
sustainable only on the ground that as a matter of law the commodities 
listed in the certificate granted by the Commission do not constitute a 


class or classes of commodities within the meaning of the Act. 
W. D. M. 


LazBor RELATIONS REGULATION—FairR LaBor STANDARDS ACT— 
WacEs AND Hours—RIcut To Contract ABOVE THE MINIMUM 
WacE.—Section 7 (a) of the Fair Labor Standards Act requires that 
any employee covered by the Act be paid for hours in excess of the 
statutory maximum “one and one-half times the regular rate at which 
he is employed.” Defendant corporation executed written contracts 
with its employees before the effective date of the Act to pay them 
agreed hourly wages above the minimum, plus one and one-half 
times this rate for overtime hours, guaranteeing that the weekly salary 
would not fall below a specified sum which equalled wages paid 
before the contract. In most work-weeks the guarantee was invoked, 
but occasionally the hourly rate was higher and in such weeks that 
rate controlled. Plaintiff administrator sought an injunction to re- 
strain alleged violation of § 7, contending that the Act required the 
hourly rate to be computed by dividing the total hours worked into 
total weekly compensation. He asserted that the intention of Con- 
gress evinced in §§ 2 and 18 was to penalize and discourage overtime, 
and that a contract maintaining the wage at the level in effect before 
the Act without reducing hours, was a “book-keeping manipulation” 
contrary to congressional purpose and void as a violation of the Act. 
Held that § 7 was not ambiguous and did not warrant the administra- 
tor’s interpretation; that the right to contract with respect to wages 
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and hours was not struck down by the statute if the contract was 
negotiated in good faith and stipulated wages above the minimum. 
Fleming, Adm. v. A. H. Belo, Corporation, 121 F. (2d) 207 (C.C. A. 
5th, 1941), cert. granted, Oct. 27, 1941, Docket #622, United States 
Supreme Court. 

Section 2 is silent respecting the right to contract for wages. The 
Administrator urges that § 18, which provides that nothing in the 
Act shall justify a reduction of wages or a lengthening of hours, 
authorizes and requires his interpretation of §7. INTERPRETATIVE 
BuLLeTIN No. 4, WAGE AND Hour Div., Dept. or Laspor. One 
court has construed § 18, holding that it set “up a barrier against 
employers using the act to break actual contracts” providing wages 
higher than the minimum or hours shorter than the maximum, Remer 
v. Czaja, 36 F. Supp. 629 (Md. 1941), rejecting the theory that the 
right to contract above the minimum was proscribed. See also 
Tinerella v. Des Moines Transportation Co., U. S. D. C. Ill, Oct. 10, 
1941, digested 10 U. S. L. W. 2265 (1941). Section 18 is omitted 
from the enforcement sections of the Act. The Senate Committee 
rejected provisions of the original bill authorizing administrative 
action to prevent such reduction, S. 2475, 75th Cong., § 12 (6), (7). 
The Act’s legislative history supports the court’s decision in the in- 
stant case. House oF REPRESENTATIVES Reports Nos. 1452, 2182, 
2738 p. 33 and SENATE Report No. 884, p. 3, 75th Cong. The debates 
on the bill afford many statements supporting Judge Hutcheson’s 
opinion. 81 Conc. Rec. 7808 (1937), 83 Conc. Rec. 9175 (1938). 
But see, 82 Conc. Rec. 1696 (1938). Generally, see 81 Conc. Rec. 
7804 (1937), 7807, 7871, 7893, 7937, 7941, 8345-6; 82 Conc. REc. 
1391 (1938), 1395, 1401, 1415, 1470, 1480, 1486, 1490, 1505, 1601, 
1672, 1797. That § 7 is a valid exercise of the power over Commerce 
is settled since U. S. v. Darby, 312 U. S. 100, 61 Sup. Ct. 457, 85 
L. ed. (adv. op.) 395 (1940); Note (1940) 132 A. L. R. 1430; 
and if legislative policy is what the Administrator contends, the con- 
tracts are void. Holden v. Hardy, 169 U. S. 366, 18 Sup. Ct. 383, 
42 L. ed. 780 (1898); (1939) 8 Geo. Wasu. L. Rev. 68. But 
the legislative climate at the time of the Act’s passage indicates that 
the Congress believed the right to bargain individually and collectively 
regarding employment should be protected. SEN. Rep’t No. 884, 3, 
75th Cong. 

Only one decided case fully endorses the Administrator’s contention, 
though the court seemed impressed with coercive employer represen- 
tations. Williams v. The General Mills, 39 F. Supp. 849 (N. D.-Ohio 
1941). See also Fleming v. The Atlantic Co., 40 F. Supp. 654 (N. D. 
Ga. 1941), opinion withdrawn and opinion filed upholding employ- 
ment contracts. The statute is recent and the cases have not had the 
benefit of adequate classification though they may be fitted into rela- 
tively well defined categories. Where no effort has been made by 
agreement to distribute wages between regular and overtime hours, 
courts have employed the Administrator’s formula. Boylan v. The 
Liden Co., 4 Lab. Cas. 60464 (Mich. Cir. Ct. 1941) ; McLendon v. 
Bewley Mills, 3 Lab. Cas. 60,247, 4 Wage Hour Rep. 30 (N. D. Texas 
1940) ; Hargrave v. Mid-Continental Petroleum Co., 4 Lab. Cas. 60, 
572 (E. D. Okla. 1941); Haddad v. Beckerman, 4 Lab. Cas. 
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60,577 (Pa. Com. Pl. 1941); Sunshine Mining Co. v. Carver, 
4 Lab. Cas. 60,650 (Idaho 1941); Travis v. Ray, 4 Lab. Cas. 
60,703 (W. D. Ky. 1941); Klotz v. Ippolito, 40 F. Supp. 422 
(N. D. Texas 1941); St. John v. Brown, 38 F. Supp. 385 (N. D. 
Texas 1940), where the court suggests that an “arrangement agreed 
to by the parties” would be enforced; for a variation see Emerson 
v. Mary Lincoln Candies Inc., 17 N. Y. S. (2d) 851, 20 N. Y. S. 
(2d) 570 (1940), aff'd 261 App. Div. 879 (1940). Where no 
overtime compensation was contemplated, and salary payments were 
allocated to regular time, the courts have applied the administrative 
formula to determine compliance. Muldowney v. Seaberg Elevator 
Co., 39 F. Supp. 275 (E. D. N. Y. 1941); Floyd v. Dubois Soap 
Co., 4 Lab. Cas. 60,667 (Ohio App. 1941); Angel v. Dayton Mills, 
4 Lab. Cas. 60,529 (M. D. Ga. 1941); contra: Fleming v. Stone, 4 
Lab. Cas. 60,697 (N. D. Ill. 1941); Missel v. Overnight Transpor- 
tation Co., 40 F. Supp. 174 (Md. 1941). Where the employer 
claimed an existing agreement but circumstances showed the pres- 
ence of duress, fraud, overreaching or coercive pretense by the em- 
ployer, the courts have properly looked beyond the contract and 
found the evasion. Fleming v. Carleton Screw Products Co., 37 
F. Supp. 754 (Minn. 1941); see also Williams v. General Mills, 
supra. Where, like the instant case, the contract made actual pro- 
vision for regular and overtime hours and was not tainted by fraud, 
coercion, duress or sharp practice, the courts find the contract unob- 
jectionable and enforce it. Reeves v. Howard County Rfg. Co., 33 
F. Supp. 90 (N. D. Texas, 1940); Bumpus v. Continental Baking 
Co., W. D. Tenn., decided April 29, 1941. The courts which have 
investigated the legislative history of the Act have supported the 
court’s decision in the instant case. Missel v. Overnight Co., supra; 
Fleming v. Stone, supra; Reeves v. Howard County Rfg. Co., su- 
pra; Remer v. Czaja, supra. Contra, Fleming v. Carleton Screw 
Products Co., supra; St. John v. Brown, supra. 

It is submitted that the instant case is correct. The Administra- 
tor’s interpretation and his method of applying it requires payment of 
higher salaries after the Act than before for the same work even 
though such salaries were well above the minimum. His formula 
makes predetermination of the pay rate by the employee, or estimate 
of the total sum due him impossible where fluctuating hours commonly 
occur, his position in the instant case actually takes him beyond 
the requirements of §18. Granting independent vitality to 
the section all it requires is that wages in excess of the min- 
imum shall not be reduced because of the Act. Here wages were 
not reduced. The Administrator’s contention demands that wages be 
increased, but the statute requires only that they may not be reduced. 
In view of the heavy liabilities imposed by the Act, it is submitted that 
Judge Hutcheson has found a tenable middle ground. Where a con- 
tract is in effect guaranteeing pay rates well in excess of the minimum 
which contract was the bona fide result of open-handed dealing, it: 
would seem that it could be upheld without doing violence to the 
admirable social objectives of the Act. R. E. S. 
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PATENTS—CLAIMS—LIMITATIONS ON USE OF INTRODUCTORY 
PurAsES.—In claim 7 of his application for a patent on a locomotive 
stoker screw, applicant devoted the first eight lines to an introductory 
phrase which gave a detailed description of the type of stoker and the 
location of the screw. When the Examiner rejected the claims as in- 
definite in scope, applicant appealed. Held, that, while a reasonable 
preamble defining the purpose or setting of the device is not objec- 
tionable, the allowance of claims having such an involved descriptive 
preamble would lead to serious confusion in the construction of them 
by all parties concerned ; the claim should be allowed if the eight line 
introductory phrase is changed to read “‘a locomotive stoker screw.” 
Ex parte Hanna, 47 U.S. P. Q. 400 (P. O. Bd. App. 1940). 

R. S. 4888 requires that the applicant for a patent particularly point 
out and distinctly claim his invention or discovery. Within reasonable 
limits, the applicant may state his invention in his own language, re- 
gardless of ordinary or technical meaning. Ex parte Conley, 1904 
C. D. 13; Ex parte White, 1908 C. D. 150; Ex parte Christian, 
1923 C. D. 17. It is not the duty of the Examiner to undertake to 
control the elasticity of the language of the claim, but it is his duty to 
see that the invention is particularly pointed out, so that there can be 
no misunderstanding as to what part is old structure and what part 
isnew. Ex parte Jepson, 1917 C. D. 62. The purpose of an introduc- 
tory phrase may be to locate the real invention, Ex parte Lansing, 
40 U.S. P. Q. 129 (P. O. Bd. App. 1937), to separate old structure 
from the new, Ex parte Jepson, supra, or to assist in classification, 
Ex parte Casler, 1900 C. D. 5. The interpretation given to an intro- 
ductory phrase by a court usually depends on the facts of the particu- 
lar case. Thus, in some cases courts have held that the introductory 
phrase of a claim is not a limitation but merely states the environment 
in which the device is to be used. Langmuir v. De Forest, 18 F. (2d) 
345 (D. C. Del. 1927); Stearns v. Russell, 85 Fed. 218 (C. C. A. 
6th, 1898); Ford Motor Co. v. Parks, 21 F. (2d) 943 (C. C. A. 8th, 
1927). In others they have held that the introductory phrase is not 
to be ignored, but that each element of the claim should be read in the 
light of this phrase and should be modified by it. Morgan Envelope 
Co. v. Albany Paper Co., 152 U. S. 425, 14 Sup. Ct. 627, 38 L. ed. 
500 (1894); Schramm Glass Mfg. Co. v. Homer Brooke Glass Co., 
249 Fed. 228 (C. C. A. 7th, 1918); Nordberg v. Woolery, 79 F. 
(2d) 685 (C. C. A. 7th, 1935). 

While the decision of the Hanna case is novel among reported 
cases, it seems quite meritorious. The change suggested by the Board 
of Appeals not only improves the claim, but also is of assistance to 
classification, searching, and interpretation. P. A. F. 


PATENTS—DECLARATORY JUDGMENTS—“AcTUAL CONTROVERSY.” 
Defendant wrote plaintiffs that they were infringing and legal means 
would be used to restrain them. A possible amicable settlement was 
suggested. After an exchange of letters, defendant’s attorney wrote 
plaintiffs that he would make his client’s wishes known to him in a 
week. Meanwhile, no notice of infringement was given to plaintiffs’ 
customers. Three months later, plaintiff, having received no answer 
from defendant, brought this action for declaratory judgment on the 
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issues of infringement and validity. The District Court granted de- 
fendant’s motion for summary judgment dismissing the complaint on 
grounds that an “actual controversy” was not shown to have con- 
tinued to the date of commencement of suit, 45 U. S. P. Q. 563 
(S. D. N. Y. 1940). Held, that an “actual controversy’’ existed 
which entitled plaintiff to maintain an action for declaratory judg- 
ment. Judgment of the District Court reversed. Lances v. Letz, 47 
U. S. P. Q. 358 (C. C. A. 2d, 1940). 

An action for declaratory judgment can be brought where an ac- 
tual controversy has been shown to exist. 28 U. S. C. § 400 (1935). 
“Actual controversy has been held to exist in patent cases where 
plaintiff's customers were notified of infringement, Ferry-Hallock 
Co., Inc., v. Frost, 33 F. Supp. 27 (E. D. N. Y. 1940); Bakellite 
Corp. v. The Lubri-Zol Development Corp., 46 U. S. P. Q. 303; 
Del. 1940) ; Leach v. Ross Heater & Mfg. Co., Inc., 104 F. (2d) 88, 
41 U.S. P. Q. 558 (C. C. A. 2d, 1939) ; U. S. Galvanizing & Plating 
Equipment Corp. v. Hanson-Van Winkle-Muning Co., 104 F. (2d) 
856 (C. C. A. 4th, 1939); Northern Motors Corp v. Divco-Twin 
Truck Co., 28 F. Supp. 308 (E. D. Mich., 1939); E. W. Bliss Co. 
v. Cold Metal Process Co., 102 F. (2d) 105 (C. C. A. 6th, 1939) ; 
B. F. Goodrich Co. v. American Lakes Paper Co., 23 F. Supp. 682 
(Del., 1938) ; Derman v. Gersten, 22 F. Supp. 877 (E. D. N. Y., 
1938) ; Duro Test Corp. v. Welsbach Street Lighting Co. of Amer- 
ica, 21 F. Supp. 260 (Del. 1937); Mitchell & Weber, Inc., v. Wil- 
liamsbridge Mills, 14 F. Supp. 954 (S. D. N. Y. 1936) ; Zenie Bros. 
v. Miskend, 10 F. Supp. 779, 25 U. S. P. Q. 153 (S. D. N. Y. 1935) ; 
and where plaintiff was accused of infringing a specified patent and 
the defendant manifested a present intention to sue, Refractolite Corp. 
v. Prismo Holding Corp., 32 F. Supp. 578 (S. D. N. Y. 1940); 
Caterpillar Tractor Co. v. International Harvester Co., 106 F. (2d) 
769, 43 U. S. P. Q. 160 (C. C. A. 9th, 1939) ; Milwaukee Gas Spe- 
cialty Co. v. Mercoid Corp., 104 F. (2d) 589 (C. C. A. 7th, 1939). 
The following are cases in which “actual controversy” has been found 
not to exist: Mere notice by defendant to plaintiff that he is infring- 
ing, with a present intention on the part of defendant to attempt 
to settle out of court. The Creamery Package Mfg. Co. v. Cherry- 
Burrell Corp., 47 U. S. P. Q. 330 (Del. 1940); where plaintiff 
fails to allege the issue of infringement by the sale of products by 
him, The Treemond Co. v. Schering Corp., 47 U. S. P. Q. 307 (N. J. 
1940) ; New Discoveries, Inc., v. Wisconsin Alumni Research Foun- 
dation, 13 F. Supp. 596 (W. D. Wis. 1936), where suits involving 
the same subject matter are pending, Western Supplies Co. v. Free- 
man, 109 F. (2d) 693 (C. C. A. 6th, 1940) ; Interstate Cotton Oil 
Refining Co. v. Refining, Inc., 22 F. Supp. 678, 37 U. S. P. Q. 128 
(Nev. 1938); Automotive Equipment v. Trico Products Corp., 11 
F. Supp. 292 (W. D. N. Y. 1935). The purpose of the Declaratory 
Judgment Statute, 28 U. S. C. § 400 (1935) as applied to patent cases 
is to protect the alleged infringer and at the same time not prejudice 
the patentee’s rights. Therefore, the alleged infringer will be saved 
from exploiting products at great expense only to lose his right of 
sale, or suffer the consequences of the patentee lying in wait while he 
enhances damages and profits. At the same time the honest patentee 
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should not object to having his rights determined immediately. Abuse 
of the privilege granted the alleged infringer by the Statute need not 
be feared, since the Statute specifically states that whether action may 
or may not be maintained lies in the discretion of the court. It is sub- 
mitted that the present case is heartily in accord with the spirit of the 
Declaratory Judgment Statute and that mere absence of intent on the 
part of the patentee to sue immediately should not bar the plaintiff 
from relief on the present state of facts. M.G 


Pusiic ConTRACTS—MISTAKE IN Bip—ERrRror IN Bip as Egut- 
TABLE DEFENSE TO COUNTERCLAIM BY GOVERNMENT.—A contractor 
submitted a bid several thousand dollars too low because of a clerical 
error in the estimate given by his manufacturer. The bid was 
accepted by the Federal government and the contractor executed the 
contract. Although the contractor discovered his error and reported 
it three days later, and a government official in the purchasing agency 
was aware of the mistake, cancellation was refused. The contractor 
refused to perform. In a subsequent suit brought by the contractor 
under the Tucker Act on other contracts, the government set up a 
counterclaim for the difference between the contractor’s bid and the 
one finally accepted. Held, that where a contractor makes an error 
in submitting a bid to the Federal government and the government 
purchasing authorities are aware of such error, the contractor cannot 
be held to liability on the contract. Kemp v. United States, 38 F. 
Supp. 568 (Md. 1941). 

Cases involving material mistake of fact in the formation of con- 
tracts may be classified as cases of mutual or of unilateral mistake. 
Where mistake is mutual, relief by rescission or by reformation to 
conform to the actual intention of the parties will generally be granted 
Reigel v. American Life Ins. Co., 140 Pa. 193, 21 Atl. 392 (1891) ; 
Bigham v. Madison, 103 Tenn. 358, 52 S. W. 1074 (1899). In some 
instances mutual mistake is such that there is no initial formation of 
the contract. 1 WuLtiston, Contracts (1936) $95. Where the 
mistake is unilateral, the view of the exclusively reasonable party will 
usually be applied. Thus, where A is mistaken as to a material fact 
and B neither knows nor has resaon to know of the error, the con- 
tract will be enforceable according to B’s understanding. McMillen v. 
Flagstaff, 18 Ariz. 536, 164 Pac. 318 (1917) ; Contracts RESTATE- 
MENT (Am. L. Inst. 1926) § 503 (see illus. 1). If, however, to 
grant such recovery is unconscionable equity will grant relief by 
rescission, provided that the mistake is material, the mistaken party 
exercised ordinary diligence, and the other party may be put in 
status quo. Board of Regents v. Cole, 209 Ky. 761, 273 S. W. 508 
(1925). Where A is mistaken as to a material fact and B knows or 
as a reasonable man should know of the mistake, there is no exclu- 
sively reasonable party, and A will be granted relief by rescission or 
may assert an equitable defense to an action on the contract. Geremia 
v. Boyarsky, 107 Conn. 387, 140 Atl. 749 (1928) ; Hudson Structural 
Steel Co. v. Smith & R. Co., 110 Me. 123, 85 Atl. 384 (1912) ; 
City of New York v. Dowd Lumber Co., 140 App. Div. 358, 125 
N. Y. Supp. 394 (1910). Even one who is negligent in executing a 
contract may obtain relief when the other party is guilty of fraud. 
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1925). Reformation will not be granted for unilateral mistake inas- 
much as there is no basis on which the court can work out an agree- 
ment. Floars v. Aitna Life Ins. Co., 144 N. C. 232, 56 S. E. 915 
(1907). 

Although public contracts differ from contracts between private 
parties in several respects, the rights and duties of the contracting 
governmental agency are governed by the law applicable to contracts 
of private individuals. United States v. Bostwick, 94 U. S. 53, 66, 
24 L. ed. 65 (1876) ; Lynch v. United States, 292 U.S. 571, 54 Sup. 
Ct. 840, 78 L. ed. 1434 (1934). In cases of unilateral mistake bid- 
ders on public contracts have been relieved of obligations where the 
mistake was discovered by the bidder before the contract was exe- 
cuted. Union and Peoples National Bank v. Anderson-Campbell Co., 
256 Mich. 674, 240 N. W. 19 (1932) (suit for return of deposit) ; 
Note (1932) 80 A. L. R. 586; City of New York v. Dowd Lumber 
Co., supra (city official aware of error). This principle has been 
applied where statutes or ordinances have forbidden withdrawal of 
bids prior to the execution of the contract. Moffett, H. & C. Co. v. 
Rochester, 178 U. S. 373, 20 Sup. Ct. 957, 44 L. ed. 1108 (1910), 
State of Connecticut v. McGraw & Co., 10 U. S. L. W. 2266 
(Conn. 1941). Reformation will be granted in a contract to which the 
United States is a party where mutual mistake is involved. Ackerlind 
v. U. S., 240 U. S. 531, 36 Sup. Ct. 438, 60 L. ed. 783 (1916). A 
bidder may withdraw a bid containing an erroneous calculation with- 
out penalty. Alta Electric & Mechanical Co. Inc. v. United States, 


90 Ct. Cl. 466 (1940). Contra: 21 Ops. Att’y Gen. 186 (1895). 
Although private individuals or corporations contracting with the 
government are held to more strict requirements than is usually the 
case with private contracts, there seems to be no reason for freeing 
the government from the ordinary rules of law and equity in cases 
of mistake, particuarly where the contracting agency is aware of the 
contractor’s error. J. N.H., Jr. 


TAXATION—DELINQUENT TAXES—DISTRAINT OF CASH SURREN- 
DER VALUE OF INSURANCE PoLicy.—Defendant, Metropolitan Life 
Insurance Company, issued two life insurance policies to one Frank 
P. Nistle. The legal representative of the insured’s estate was the 
beneficiary of one policy; his wife and daughter were beneficiaries of 
the other. The insured had reserved the right to change the bene- 
ficiaries. The insured became liable for income taxes and the Col- 
lector of Internal Revenue at Philadelphia, Pa., made a demand upon 
the general agent of the insurance company at Reading, Pa., for the 
payment to him of the net cash surrender value of these policies in 
partial satisfaction of the taxes, pursuant to 26 U. S. C. § 3710(a) 
(1934). Held, that because the insured delinquent taxpayer had no 
present property right in the cash surrender value of the life insurance 
policies subject to distraint, the insurance company is not liable for 
the penalty provided in § 3710(b) for failure to surrender the net 
cash surrender value of the policies upon demand by the collector. 
United States v. Metropolitan Life Insurance Company (August 15, 
1941) (U. S. District Ct. S. D. N. Y.). 
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Title 26 U. S. C. § 3690 (1934) provides as follows, “If any person 
liable to pay any taxes neglects or refuses to pay the same within ten 
days after notice and demand, it shall be lawful for the collector 

. . tocollect the said taxes . . . by distraint and sale, . . . of goods, 
chattels, or effects, including stocks, securities, bank accounts, and 
evidences of debt, of the person delinquent as aforesaid.” 

The cash surrender value of an insurance policy is that portion of 
the money paid to the insurer by the insured which exceeds the amount 
necessarily expended by the insurer in financing the policy. 3 Coucn, 
CYCLOPEDIA OF INSURANCE Law § 647a (1929) ; VANcE, INSURANCE 
(2d ed. 1930) 54-56. Under the terms of most modern insurance 
policies this cash surrender value is payable to the insured on demand 
by him, after the policy has been in force for a stipulated period but 
before the maturity thereof. Note (1936) 84 U. or Pa. L. Rev. 236. 

That the cash surrender value of an insurance policy is property is 
well settled. See Hayes v. Harris, 78 F. (2d) 66(C. C. A. 8th, 
1935) ; Foulks v. Foulks, 49 Ohio App. 291, 197 N. E. 201 (1934) ; 
Cohen v. Samuels, 245 U. S. 50, 38 Sup. Ct. 36, 62 L. ed. 143 (1917) ; 
Holden v. Stratton, 198 U. S. 202, 25 Sup. Ct. 656, 49 L. ed. 1018 
(1905); New York Life Insurance Co. v. Talley, 72 F. (2d) 715 
(C. C. A. 8th, 1934) Occidental Life Insurance Co. v. Powers, 192 
Wash. 475, 74 P. (2d) 27 (1937); Burlingham v. Crouse, 228 U. S. 
459, 33 Sup. Ct. 564, 57 L. ed. 920 (1913). 

Is the cash surrender value of the insurance policy of a delinquent 
taxpayer such property as is included in 26 U. S. C. § 3690 (1934) ? 

The decisions generally are conflicting as to the rights of creditors, 
aside from bankruptcy proceedings, to reach the cash surrender value 
of the debtor’s insurance policy. The weight of authority seems to 
be the effect that where the insured has the option to surrender his 
policy and to take the cash surrender or to continue the insurance, 
the policy cannot be reached until the insured has exercised this 
option. In an Illinois case it was held that the insurer was not 
indebted to the insured since the option had not been exercised, and 
accordingly, the cash surrender value of the policy was not subject 
to garnishment by the creditor of the insured. Bethards, for Use of 
Draper and Kramer, Inc. v. Metropolitan Life Insurance Co., 287 Il. 
App. 7, 4 N. E. (2d) 257 (1936). Where the insured has ceased 
to pay the premiums and has not yet exercised his option to take up 
a cash surrender or continue paid up insurance and has not surren- 
dered the policy, garnishment or attachment cannot lie because the 
exercise of the option is a condition precedent to recovery. (1937) 
25 It. B. J. 202. Columbia Bank v. Equitable Life Assurance Society, 
79 App. Div. 601, 80 N. Y. Supp. 428 (1903). The basis of decision 
in these cases is that, until there is performance of a condition prece- 
dent, no indebtedness exists between the insurer and the insured. 
Where there is no indebtedness garnishment cannot be enforced. 
Isaac Van Dyke Co. v. Moll, 241 Mich. 255, 217 N. W. 29 (1928) ; 
Farmers and Merchants Bank v. National Life Insurance Co., 161 Ga. 
793, 131 S. E. 902 (1926); Columbia Bank v. Equitable Assurance 
Society, supra; and Notes (1926) 44 A. L. R. 1188; (1928) 57 
A. L. R. 695. It does not seem possible for a creditor to reach 
this interest by a bill in equity. “A creditor’s bill is considered in the 
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same legal category as a garnishment proceeding when filed to accom- 
plish the same purpose.” Realty Corp. v. Starr, 149 Misc. 470, 267 
N. Y. Supp. 740 (1933). National Bank of Commerce v. Appel 
Clothing Co., 35 Colo. 149, 83 Pac. 965 (1905). But see Kothe v. 
Phoenix Mutual Life Insurance Co., 269 Mass. 148, 168 N. E. 737 
(1929) to the effect that “the interest of the insured in a life insurance 
policy is a property right which ordinarily can be reached and applied 
by a creditor.” The courts, however, will generally not compel 
exercise of the cash surrender option. Farmers and Merchants Bank 
v. National Life Insurance Co., supra; Realty Corp. v. Starr, supra. 
The court in the instant case follows this same reasoning. 

In bankruptcy cases, however, the cash surrender value, despite 
nonexercise of option is available as an asset to the receiver of a 
bankrupt insured Cohen v. Samuels, supra, because the trustee in 
bankruptcy acquires the same interests that the bankrupt himself 
holds, including the power to exercise the option to surrender. Bur- 
lingham v. Crouse, supra; Cohen v. Samuels, supra; King v. Miles, 
108 Miss. 732, 67 So. 182 (1915); Sanders v. A2tna Life Insurance 
Co., 95 S. C. 36, 78 S. E. 532 (1913) ; Coppard v. Bankers Life Co., 
294 S. W. 237 (Tex. Civ. App. 1927) ; Crosby v. Packer, 22 F. (2d) 
611 (C. C. A. Ist, 1927); In re Legg, 76 F. (2d) 841 (C. C. A. 
6th, 1935), aff'd 296 U. S. 489, 56 Sup. Ct. 336, 80 L. ed. 345 (1935) : 
Re White, 174 Fed. 333 (C. C. A. 2d, 1909); Note (1930) 68 
A. L. R. 1215. 


Some jurisdictions through the power given them by the Bankruptcy 
Act, have, by legislative action, exempted such proceeds from those 
that may be obtained by the receiver. The Federal Act provides for 
such state exemptions. In the instant case the court says: “The 
attempted analogy between a trustee in bankruptcy and the collector 
here is not even colorable. The plaintiff, though a sovereign, has 
here the standing and the rights and powers of a general creditor, and 
no more.” Contra, Kyle v. McGuirk, 82 F. (2d) 212 (C. C. A. 3d, 
1936). And see Cannon v. Nicholas, 80 F. (2d) 934 (C. C. A. 10th, 
1935). These two cases appear to be in conflict. 

Therefore, it would seem, in the light of former judicial decisions 
involving creditor’s rights in the cash surrender value of a debtor’s 
insurance policy, that the court in the instant case was correct in 
adopting the creditor analogy rather than the bankruptcy analogy in 
exempting the cash surrender value of the life insurance policy from 
federal income tax. As the court said: “It must be remembered that 
the beneficiaries have a property right in these policies until the in- 
sured or one having the power so to do divests them of it in accordance 
with the terms and the conditions of the contract.” This is a socially 
desirable decision in its protection of the rights of the third party 
beneficiaries who are innocent and free from fault. E. Hi. Jj. 
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JupiciaL Opinions oF OLIVER WENDELL Hotes. By Harry C. 
Shriver. Buffalo, N. Y.: Dennis & Co., Inc. 1940. Pp. 350. 
$3.50. 


When in any sphere of endeavor a man reaches a pinnacle far 
above his fellows, good opinion tends to become admiration, admira- 
tion veneration, and veneration hero worship.- This is particularly 
true if death comes while he is standing there. Now hero worship, 
while possibly good for the souls of the worshippers, is hard on the 
memory of the worshipped. For, unwilling to see him a natural human 
being, who has perfected a fine endowment and used it to the best 
purpose, and preferring winged myth to slow footed truth, they see 
and present their hero in a supernatural light. Refusing to see the 
long years of preparation and endeavor, the long and unremitting 
climb, they present him as a divinely endowed superman, above toil 
and preparation, winging his way in Pegasian flight. No hero wor- 
shipper Holmes, but of quite the contrary way of thinking, it should, 
I believe it will, be made the business of his admirers, who are also 
his friends, to save him from such hero worshipping. Personally fond 
of him, and like him, no hero worshipper, I welcome this collection of 
his Massachusetts opinions, for the bright and steady light they throw 
on his judicial career. They make it clear, particularly when taken 
with still earlier periods of his life, that there was nothing miraculous 
about his growth in wisdom and in stature, and the high eminence 
he reached. They show that his judging on the Supreme Court of 
the United States was but the fuller flowering of his judging on the 
Massachusetts Court, a flowering in pattern, in color and in struc- 
ture, precisely that which, given the seed, the stalk, the bud, ought 
to have been expected. 

While, therefore, these selected opinions are in subject matter 
interesting, in style vigorous. in conceptions luminous, and in dis- 
cussion brief enough and to the point, the book is to be read neither 
for the subject matter of the opinions, nor as a mere study of judicial 
style. It is to be read because it shows that when Holmes came to the 
Supreme Court of the United States for his brilliant career there, he 
was already fully equipped. His store of material was complete. His 
thinking processes were already established. His style was already 
finished. All that he had to or did do there “to make every word 
living,” to accomplish the “heart-breaking task” to which he had set 
himself, “to give in an opinion an impression of freedom, elegance and 
variety,’ was to trim a little more closely, to prune a little more 
severely, to more rigidly exclude mere facts from, a legal style, which 
though he said of it in one of his letters to Pollock, its defects made 
him miserable, was perhaps the most expressive, the most effective, 
the most delightful legal style any judge has ever used. 

In the REPRESENTATIVE OPINIONS OF Mr. Justice Hovtmes, the 
companion volume to the DisseENTING OPINIONS OF MR. JUSTICE 
Hotes, are gathered Holmes’ most distinctive and distinguished judi- 

[ 247 ] 
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cial utterances, when speaking for the Court, as Mr. Justice. Gath- 
ered in this book under review are his most distinguished and dis- 
tinctive judicial utterances as Justice, whether for, or in dissents 
from, the majority. If the opinions in these two books were put into 
one, and dates and other distinguishing marks were eliminated, I 
think it most doubtful if the reader, judging by style alone, could tell 
which was written first, in short, whether a particular opinion was 
the utterance of Justice or of Mr. Justice Holmes. 

For in the Massachusetts opinions are to be found both the seed 
and the full flower, as well as the “skin,” of the thought characteristic 
of his opinions when on the Supreme Court of the United States. 
Though taking them over all, the earlier opinions are a shade longer, 
there is in them the same pungent finished style, the same graphic 
trenchant method of expression, the same feeling for the apt word, 
the same absence of bewordling, the same mastery of English, the 
same whimsicality and almost Puckishness.?_ And well might this be 
so. For, he was born in an atmosphere of and raised with a passion 
for, style and for the apt word and he came onto the Massachusetts 
court after years not only of the practice of law as an art, but of 
profound study of, and charming writing on it, as a science. Coming 
so equipped, he was able by his exquisite sense of, and his sensitive 
touch with, words, to make opinions, always the most difficult kind 
of writing,” glow and burn with them. The consciousness of his 


1“A horse cannot be handled like a rapier.” Page 309. 

“If a single woman not otherwise distinguished, should be minded to prolong 
the remembrance of her family name by a beautiful monument over her grave, 
we could not pronounce it unsuitable or improper as matter of law.” Page 292. 

“Legislation is often tentative, beginning with the most obvious case and 
not going beyond it or to the full length of the principle upon which the act 
must be justified.” Page 287. 

“Constitutional rules like those of the common law, end in a penumbra where 
the legislature has a certain freedom in fixing the line.” Page 41. 

“A married woman must be supposed to be capable of receiving advice to 
a from her husband without losing her reason or responsibility.” Page 

“A boy who is dull at fifteen probably was dull at fourteen.” Page 288. 

“T admit that the Constitution establishes a representative government, not 
a pure democracy.” Page 7. 

“The petitioner may have a constitutional right to talk politics but he has 
no constitutional right to be a policeman.” Page 52 

“The true grounds of decision are considerations of policy and of social 
advantage and it is vain to suppose that solutions can be attained merely by 
logic and the general propositions of law which nobody disputes. Propositions 
as to public policy rarely are unanimously accepted. . . . The early stages of 
law at least they generally are acted on rather as inarticulate instincts than as 
definite ideas for which a rational defense is ready.” Page 65. 

“One of the eternal conflicts out of which life is made up is that between the 
effort of every man to get the most he can for his services and that of 
society, distinguished under the name capital, to get his services for the least 
possible return.” Page 68. 

“When according to common experience, a certain fact generally is accom- 
panied by knowledge of further elements necessary to complete what it is 
the final object of the law to prevent, law may stop at the preliminary fact 
and in the pursuit of its policies, may make the preliminary fact to constitute 
a crime.” Page 188. 

2To Pollock in 1906, Holmes wrote: “When one is going free, especially 
in the impassioned language of a speech, it is a different matter. But in an 
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ability to think and write correctly and clearly and the serene knowl- 
edge that he had correctly taken his own measure was with him as 
fully on the Massachusetts Court as it ever was later. Writing to 
Pollock in 1894 about Miller v. Hyde,’ Holmes said: “I have dis- 
sented and asserted the proposition that a judgment in trover passes 
title, politely hinting that the trouble with Willes, Jessel, and our 
U. S. Supreme Court was that they didn’t know quite enough.” 
In another letter, written in the same year we have a sort of preview 
of his complete independence of thought, his confidence in, and 
sense of, the rightness of his views, his absolute understanding of 
his place and function as a great judge of a great court. “The last 
two or three years I find myself separated from my brethren on 
some important constitutional questions; the last a few days ago on 
the power of the legislature . . . my brethren deny it and I affirm it 
and among the respectable there are some who regard me as a dan- 
gerous radical. If I had seen fit to clothe my views in different 
language I dare say I could have been a pet of the proletariat whereas 
they care nothing for me and some of the others distrust me.” 
This independence, understanding and confidence, was to mark him 
on the Supreme Court of the United States as perhaps the greatest, 
certainly the most outstanding, judge and jurist of his time, and to 
give him the strength and power to play his distinctive role there 
as the greatest broken field runner, blocker and flying tackler that 
Court has ever known. No one knew better than Holmes, that he 
had brought good grapes to market, none knew better the great sig- 
nificance, the enduring quality of his work as Justice on the Massa- 
chusetts Court. 
In 1902, he writes Pollock: 


There have been stacks of notices of me all over the country 
and the immense majority of them seem to me hopelessly devoid 
of personal discrimination or courage. They are so favorable 
that they make my nomination a popular success but they have 
the flabbiness of American ignorance. . . . And now as to my 
judicial career they don’t know much more than that I took the 
labor side in Vegelahn v. Guntner and as that frightened some 
money interests, and such interest counts for a good deal as soon 
as one gets out of the cloister, it is easy to suggest that the Judge 
has partial views, is brilliant but not very sound, has talent but 
is not great, etc., etc. It makes one sick when he has broken his 
heart in trying to make every word living and real to see a lot 
of duffers, generally I think not even lawyers, talking with the 
sanctity of print in a way that at once discloses to the knowing 
eye that literally they don’t know anything about it... . 

If I haven’t done my share in the way of putting in new and 
remodeling old thought for the last 20 years then I delude myself. 


opinion, where you are subject to the dominion of the thesis, when details must 
be dovetailed together, and when the whole is technical, I think it a heart- 
breaking task to give an impression of freedom, elegance and variety.” 


8161 Mass. 472, 37 N. E. 760 (1894). 





THE GEORGE WASHINGTON LAW REVIEW 


Occasionally some one has a glimpse—but in the main—damn the 
lot of them. This is a confidential ebullition of spleen to an inti- 
mate which will do me good. I ought to be doing other things 
but first stopped for a moment to unpack my heart. 


To which Pollock in reply: 


How should the lay gentry, or even the average lawyer, under- 
stand the development of the Common Law, or the work that 
men such as you and Bowen put into it? I name Bowen as the 
English judge of our time, whose judicial mind seems to me to 
have been most like yours; and your work and his have both 
been thought at times, by fairly competent persons to be a little 
too finely edged for cutting the blocks of common business. A 
crude lay version of this line of criticism seems to have found its 
way into your newspaper cuttings, though the notion that what 
is brilliant cannot be sound is dear to our friend the reasonable 
man, who in the flesh is a Philistine pig, on the general princi- 
ples of his pig-piety. 

Wherefore, disquiet not thyself with what he saith, but leave 
him to worship his god Dagon and divers, to wit, thirty thousand 
cartloads of other devils, and if he ever gets a soul, the Lord have 
mercy on it. 


Twenty years later, Holmes writes: 


I have had some letters and one or two notices in the papers 
that have touched me deeply. They have said what I longed to 
hear said and would almost willingly have died to hear twenty 
years ago. 

Not that you, my dear friend, did not say things that made life 
seem worth living; but when I was offered this place, going on 
twenty years ago, the newspaper talk, which was unusually 
friendly, made me unhappy. There wasn’t a line of critical 
understanding, so far as I knew or saw. 


But I would not be putting the matter correctly if I made it appear 
that Holmes was unmindful of, or indifferent to, the greater oppor- 
tunity afforded by a place on what was then regarded as the greatest 
purely judicial body in the world. On December 28, 1902, twenty 
days after he had taken his seat on the Supreme Court Holmes writes 
to Pollock from Washington: 


Yes—here I am—and more absorbed, interested and impressed 
than ever I had dreamed I might be. The work of the past 
seems a finished book—locked up far away, and a new and 
solemn volume opens. The variety and novelty to me of the 
questions, the remote spaces from which they come, the amount 
of work they require, all help the effect. 


While in his 1922 letter, quoted from above, he said: “But don’t 
think your friend is getting a swelled head. It would prevent it, if 
imminent, merely to be on this bench.” 

Equally outstanding in his opinions as Justice and as Mr. Justice, 
is the absence from them of the extraordinarily, or even the ordinarily, 
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dull pedestrian statement of facts encumbering most opinions. 
Equally outstanding is the presence in them of a terse, lucid and 
illuminating statement of the matter for decision, in terms of a brief 
and brilliant statement of the controlling principles. As a judge, no 
advocate or arguer, but a legal philosopher, he never felt it necessary 
as some judges do, to buttress his opinions by pounding away with 
fact on fact, argument on argument. With him, to write an opinion 
was to precisely discover and clearly and convincingly state the con- 
trolling proposition or principle. Though in his opinions both in 
Massachusetts and in Washington, he more than once in effect said, 
that general propositions do not decide concrete cases, this was only 
by way of caution against the too easy assumption that your proposi- 
tions fit your facts. It was only a way of saying—before you can eat 
your hare you must snare it—that is, you must find and catch your 
facts within the confines of the proposition on which you rely, before 
you can decide your case on its authority. 

In letters to the Pollocks, with the impishness which was his 
through life, he put forward concisely though whimsically, the formula 
which controlled his thinking and writing, as Justice, as Mr. Justice 
and before, and made his style the exquisite vehicle of thought it was. 


I never know any facts about anything and always am gravelled 
when your countrymen ask some informal intelligent question 
about our institutions or the state of politics or anything else. 
My intellectual furniture consists of an assortment of general 
propositions which grow fewer and more general as I grow older. 
I always say that the chief end of man is to frame them and that 
no general proposition is worth a damn. 


This is the form he gave it in 1920: 


I dare say that I have worked off my fundamental formula 
on you that the chief end of man is to frame general propositions 
and that no general proposition is worth a damn. We are not 
sure of many things and those are not so. 


There was a difference in some of the questions he dealt with on 
the two courts and there was a difference in the vastness of the spaces 
from which they came. But the main differences between his opinions 
in the two periods is not the result of any difference in his way of 
thinking or of the use of his “art to pull the trigger of an emotion” at 
the one time or the other, but in the way of thinking of his associates. 

On the Massachusetts court, he usually, though not always, car- 
ried the court with him and though he dissented some there, he was 
not in a constant state of upheaval and of protest. He was not always 
stripped or stripping for a fight. In Washington on the other hand, 
though he did write as often as any, more often than some, for the 
majority, he was nearly always in a state of mind calculated to give 
pungency and piquancy to his opinions even for the majority, and to 
make winged the words in which he couched his dissents. His reports 
to Pollock on his opinions as Justice, and on those he wrote as Mr. 
Justice, throw a most revealing light on his state of mind in general 
and in particular on what he thought his place and function was, and 
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what he was accomplishing. While equally conscious on both courts 
that he is properly cultivating old and as properly breaking new 
ground, or to use his words that he is “putting in new and remodeling 
old thought,” the consciousness when on the Massachusetts court 
seems not quite so militant, his reports on his work there are not 
nearly so saucy nor so pungent as those upon his later work. Upon 
the Massachusetts court, he was more of a team man, not so much a 
broken field runner. On the United States Supreme Court, while he 
could and did work with the team, he was usually best when running 
free. When he had the ball he seemed to like it best when the play 
was not too easy and the interference was just barely enough. While 
on the defense he was most brilliant and effective in blocking and 
tackling on his own. 


As to the opinions he held and announced at Washington, he had 
held and announced them either fully or in embryo on the Massachu- 
setts court. And since the art of imparting the right feeling and em- 
phasis to whatever he wrote, was with him as well at first as at last, 
a reader of these Massachusetts opinions, need go no further for sub- 
ject matter or for style. 


If the reader’s interest is in labor law, he will find Holmes writing 
at his best on it in Vegelahn v. Guntner.* If Holmes’ theory, that 
constitutional questions are questions of degree, claims the reader’s 
interest, he will find it discussed in Danforth v. Groton,® Rideout v. 
Knoz,® and other Massachusetts cases. If it is tort law with Holmes’ 
notion of the external standard about which he and Pollock wrote so 
much to each other,’ it is to his Massachusetts decisions that one 
must go for its first judicial working off. 


If it is Holmes’ feeling that both a delusive exactness and a tendency 
to overgeneralize are equally great sources of fallacies in the law, the 
reader will find both genesis and revelation in the Massachusetts cases. 
Is it Holmes’ early held,* often repeated,® and with deference, erron- 
eous’® feeling for definite standards in tort cases, the very “delusive 
exactness” which he so strongly deprecates in constitutional cases,’ 
“as a source of fallacy throughout the law,” and which reached its 


#167 Mass. 92, 44 N. E. 1077 (1896). 
5178 Mass. 472, 59 N. E. 1033 (1901). 
6148 Mass. 368, 19 N. E. 390 (1889). 


™On August 1, 1893, Pollock wrote Holmes: “But Nemesis is upon us. 
The reasonable man and the ‘external standard’ have filtered down to the 
common examination candidate, who is beginning to write horrible nonsense 
about them.” 


8 Hotmes, THE THeory or Torts (1872), 7 Am. L. Rev. 652. 

® Ho_tmMEs, THe Common Law (1881) 111; Pinney v. Hall, 156 Mass. 225, 
30 N. E. 1016 (1892); So. Pac. v. Berkshire, 254 U. S. 415, 41 Sup. Ct. 142, 
65 L. ed. 335 (1921); C. & N. O. Ry. Co. v. Leitch, 276 U. S. 429, 48 Sup. Ct. 
336 72 L. ed. 638 (1928); A. C. L. Co. v. Pome, 283 U. S. 401, 51 Sup. Ct. 
498, 75 L. ed. 1142 (1931). 

10 Cf, Quannah A & P v. Gray, 63 F. (2d) 410-11 (C. C. A. 5th, 1933), for 
comment and gathered quotations from Holmes’ writings and opinions, upon this 
point. 

11 Truax v. Corrigan, 257 U. S. 312, 42 Sup. Ct. 124, 66 L. ed. 254 (1921). 
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heighth in the Goodman case?“ You will find it early judicially 
avowed in Pinney v. Hall,* in these words: “Some rules and stand- 
ards of conduct are plain enough for judges to be able to lay down 
without the aid of a jury.” 

Is it his general disbelief in and distrust of juries that interests you? 
You will find that whether he brought it to, he certainly had it in, his 
very laborious and extensive nisi prius work while on the Massachu- 
setts court.’* 

Is it his quickness of apprehension, his impatience with long dis- 
sertation, his extreme allergy to bores, and above all, his gossamer 
light and whimsical touch, that interests you?. You will find it as 
full flowered in Boston as it ever was in Washington. Writing from 
Boston in 1898, Holmes says: 


As we don’t shut up bores, one has to listen to discourses drag- 
ging slowly along after one has seen the point and made up one’s 
mind. That is what is happening now and I take the chance to 
write as I sit with my brethren. I hope that I shall be supposed 
to be taking notes. 


In December of that same year, he writes: 


I read THAYER’S PRELIMINARY TREATISE ON EVIDENCE the 
other day—admirable piece of work. He has not genius but he 
is one of the few illustrations which I know of the worth and pos- 
sible success of industry (an old fellow I lunch with who has 
made a great fortune says, “I went to school with many industri- 
ous boys. They all died poor. I sat around and did nothing and 
when I saw a chance, took it.’’) 


If the reader of this book will do as I have done, read it along with 
the HoLmes—Pottock LETTERs, and the two books of collected opin- 
ions of Mr. Justice Holmes, he will find its value and its charm en- 
hanced. For he will find in the four books a fairly complete and 
accurate portrayal of the life and works of Oliver Wendell Holmes as 
Mr. Holmes, Justice Holmes, and Mr. Justice Holmes. 


He will find a portrayal which will show how beautifully true of 
him was the eloquent tribute of the Chief Justice., 


The most beautiful and rarest thing in the world is a complete 
human life, unmarred, unified, by intelligent purpose and uninter- 


12“But we are dealing with a standard of conduct and when the standard is 
clear it should be laid down once and for all by the courts,” 275 U. S. 66, 48 
Sup. Ct. 24, 72 L. ed. 167 (1927). 

13 Supra note 9. 


14Tn 1897 he writes to Lady Pollock from Worcester, while on one of his 
circuit journeys: “I was interrupted at this point and am finishing my letter 
at the Worcester Club of a morning before going down to court and charging 
the jury in a will case. I shall expound to them what the meaning of undue 
influence is (so far as I know myself) and if they don’t sustain the will I 
probably shall set the verdict aside. The man who wants a jury has a bad 
case—as an old Australian Judge said to me last year. I think there is a 
growing disbelief in the jury as an instrument for the discovery of truth. The 
use of it is to let a little popular prejudice into the administration of law—(in 
a of their oath). 
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rupted accomplishment, blessed by great talent employed in the 
worthiest activities, with a deserved fame never dimmed and al- 
ways growing. 


Joseru C. Hutcueson, Jr. 
United States Circuit Judge, 
United States Circuit Court of Appeals, 
Fifth Judicial Circuit, Houston, Texas. 


STUDIES IN FEDERAL TAXATION. By Randolph E. Paul. Cambridge, 
Mass.: Harvard University Press. 3d edition, 1941. Pp. 600. 
$6.00. 


The third volume in Mr. Paul’s series of StupIES IN FEDERAL 
TAXATION covers the treatment under the income tax of reorgani- 
zations, revocable trusts, life insurance and annuities and mortgages. 
It also contains an analysis of the effect and status of treasury regula- 
tions promulgated in the administration of the tax. 

About one-third of the book deals with reorganizations and there 
can be little, if any, disagreement with this emphasis. The legislative 
history and judicial developments concerning the tax status of reor- 
ganized corporations are traced from their inception, the first statutory 
provision relating specifically to reorganizations having appeared in 
the Revenue Act of 1918. The early cases did not provide a suitable 
solution for the various factual situations presented and this brief 
period of the courts’ activity the author characterizes as “Logic . . . 
having a fling at the expense of practical values in a world of meta- 
physics.” The 1921 Act failed to coordinate the “reorganization” and 
“basis” provisions and a wide loophole was left to facilitate the avoid- 
ance of tax. The elaborately detailed 1924 Act then became law, but 
this statute, too, proved far from satisfactory and in 1933 the Treasury 
proposed that there be substituted a very general statutory framework 
for the treatment of reorganizations with the administering agency 
authorized to make the necessary rules and regulations covering speci- 
fic situations. Congress, however, drafted another detailed law which, 
with little change, is in effect today. 

The part of the courts in the later development of reorganization 
tax law is commented upon at length. The continuity of interest 
theory as among the parties to the reorganization is traced up to the 
present impasse arising out of the Groman and Bashford cases. The 
Gregory case super-imposing a subjective test of motive on the formal 
statutory definitions of reorganizations is approved. There the court 
found it a requisite to a bona fide reorganization that the action be 
undertaken “for reasons germane to the conduct of the venture in 
hand.” The Hendler case is cited as an instance of a Phyrric victory. 
There the result would have been to permit an increased basis on 
assets transferred in reorganizations already completed and beyond 
the statute of limitations. The Revenue Act of 1939 remedied this 
situation before the Excess Profits Tax came along to complicate 
matters. 

It is Mr. Paul’s hope that eventually a compromise will be struck in 
the statutory treatment of this problem, that the next statute will not 
attempt to make minute provision for every possible contingency— 
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that it will be framed in more general terms with some part of its 
implementation left to the discretion of the administering officials. 

That action is necessary to meet the author’s criticism that the 
“elaborate articulation” of the present statute prevents extension of 
meaning while at the same time it is a truism that no legislative body 
has yet succeeded in making provision for every possible contingency. 
Especially is this true in the tax field where a battle of technical 
ingenuity is waged continually between Congress and the Treasury on 
the one side and the taxpayer on the other. 

The Supreme Court’s decision in Helvering v. Clifford was the lead- 
ing development in the revocable trust field. Sections 166-167 were 
bankrupt for 15 years the author says, until the Treasury and the 
Court brought § 22 (a) to the rescue. This decision is received with 
equanimity although it has been sharply criticized by members of the 
tax bar as a flagrant instance of judicial legislation. The situation 
obtaining previously afforded a loophole for tax avoiders but it was 
congressional inaction that left the loophole open. The net result is 
that now widely disparate sections deal with the same subject matter 
“one of which” the author comments “was never originally intended, 
in one sense of this term, to be associated with the other two.” 

The mortgage field is chaotic and unfortunately so since many cases 
of this type originated in the depression period which bred a number 
of foreclosures. Mortgagees taking over depreciated frozen assets 
didn’t know very well where they stood. Whether ordinary losses, 
or capital losses were involved, whether deductions for interest paid 
were allowable or whether there was a receipt of taxable income, all 
depended on a “ridiculous hodge podge of conflicting rules.” A fore- 
closing mortgagee might have no bad debt deduction and a capital 
loss, or even a bad debt deduction and a capital gain depending upon 
the relationship in amount of the mortgage debt, the bid price, the 
market value of the property and the financial condition of the mort- 
gagor. Specific legislation is suggested as the remedy. 

In connection with life insurance and annuity cases a shift away 
from emphasis on contract law and nice distinctions and technicalities 
of insurance law is observed. Comment is also made that tax pres- 
sures for some time past have caused a distortion in the principal 
underlying social function of insurance, a statement not infrequently 
heard in discussions among members of the tax bar. 

Continuing developments in the courts, however, contrive to eat 
away one by one the problems left in the wake of federal legislation. 
Since the publication of the book a number of decisions on points dis- 
cussed have been handed down by the Supreme Court. Among these 
are Helvering v. Horst, sustaining the taxability to donor of interest 
coupons given outright to him; Helvering v. Hammel, holding fore- 
closure loss subject to capital loss limitations; and Helvering v. 
LeGierse, holding the proceeds of a single premium life insurance 
policy purchased in conjunction with a single premium annuity not 
to be “insurance proceeds” within the estate tax exemption. 

To improve the administration of the federal tax laws Mr. Paul has 
several specific suggestions. Mindful of the effect of taxpayer dis- 
satisfaction in connection with a self assessed tax, he recommends 
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extreme care in the use of retroactive regulations, public hearings on 
the adoption of rules and regulations and some method of securing 
authoritative construction of the statute quickly. Instead of the long 
wait for Supreme Court review of conflicting decisions in the circuits, 
it is suggested that the Court review cases in which there is a conflict 
with a Treasury regulation. 

A final word should be directed to the preface of this book. Of 
interest and importance to lawyers and laymen alike is the concise 
description of the disparate provisions in our federal tax structure, and 
their relationship to the demands currently being made on our revenue 
raising machinery. Haphazard imposition of taxes for revenue pur- 
poses has sufficed in the past but today the pressure for revenue is 
such that the economic effects of our tax system must be carefully 
considered lest an ill-advised tax policy seriously cripple our pro- 
ductive or consuming capacity. CHARLES F. CoNnLon. 


Asst Director, Federation of Tax Administrators, 
Chicago, Illinois. 


AN INTRODUCTION TO ADMINISTRATIVE LAw. By James Hart. New 
York: F. S. Crofts and Company. 1940. Pp. xviii, 594. Price: 
$5.00. 


Professor Hart has prepared this volume as a text for a course in 
Administrative Law for undergraduates preparing for law or the 
public service. He offers it as “a general introduction to American 
Administrative Law.” + The book is more than this. A student who 
has taken a thorough course based on this text will enter the public 
service better grounded in the legal aspects of administration than 
many lawyers appearing before his governmental agency; and if he 
takes up law he will not have a great deal more to learn in a law 
course on this subject. 


The coverage of the book is quite comprehensive. Part I covers 
public officers and deals principally with the law of internal adminis- 
tration, although the last chapter illustrates how the removal of offi- 
cers has become a problem of external control (the problem of “re- 
sponsible bureaucracy”). Part II is devoted to a classification of the 
powers of administrative authorities, by types of functional character- 
istics involved and by types of administrative action involved. This 
classification is to serve as a basis for the material in the balance of 
the book. Necessarily the classifications made are somewhat arbi- 
trary, as well as illusory. They do reflect the common judicial tech- 
nique of giving a particular administrative act a label and then apply- 
ing to it the legal incidents of that label. So long as the student fully 
appreciates that the same act or function may be labelled one thing 
for one purpose and another thing for another purpose ? there is no 


1P, vii. 

2 For example, public utility rate fixing has been labelled “legislative,” Prentis 
v. Atl. Coast Line Co., 211 U. S. 210, 29 Sup. Ct. 67, 53 L. ed. 150 (1908); 
“quasi-legislative,” Baer Bros. v. Denver & R. G. R. Co., 233 U. S. 479, 34 
Sup. Ct. 641, 58 L. ed. 1055 (1914); and “judicial,” People v. Willcox, 194 
N. Y. 383, 87 N. E. 517 (1909), for the purpose at hand. Where the require- 
ment of notice and hearing is in question it has been treated as “quasi-judicial,” 
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harm in thus placing varying administrative powers in their proper 
phylum and class, or genus and species; and such may prove useful 
in the approach to particular problems. It is doubtful, however, 
whether the undergraduate student can fully appreciate the hazards 
of conceptualism and whether such classification is sufficiently useful 
to compensate for the extreme difficulty encountered in endeavoring 
to draw up classifications and then fit the various acts into their proper 
cubbyholes.® 

Part III covers the scope and limits of administrative powers and 
includes a consideration of the rule making, licensing, directory, and 
summary powers, together with the procedural requirements of ad- 
ministrative action and the conclusiveness of administrative deter- 
minations. Part IV consists of a brief treatment of the means of 
enforcing administrative orders and Part V covers the judicial rem- 
edies available for attacking administrative rules and orders. 

The book contains all the topics found in the recent law school case 
books and includes some materials not found in them, such as Chap- 
ters 1 to 4 on public officers and Chapters 23 to 25 on the contractual 
and criminal liability of officers. In dealing with the traditional legal 
problems the author frequently calls attention to non-legal considera- 
tions. Thus, in dealing with the control of administrative power he 
considers legislative, administrative, and political control as well as 
judicial control. These are considerations too often overlooked or 
given scanty treatment in the strictly legal materials. Yet an evalua- 
tion of these factors is indispensable to a solution of the great task of 
the law to safeguard individual liberties by curbing administrative 
powers while at the same time preserving such freedom of action by 
the administrative agencies that they shall be effective instrumentali- 
ties of government—of hewing a middle line between rampant bureauc- 
racy and individual license. If those training for the public service 
“all too often receive no sufficient training in the legal matrix of their 
subject” * perhaps those training for the law receive equally insuffi- 
cient training in the sociological matrix of their subject. 

Professor Hart’s volume is more a text than a case book. There 
is a considerable body of text material of an introductory nature on 
each topic and the cases reported are prefaced by an explanation of 
what they illustrate, the problem involved, and the court’s holding 
and reasoning, and usually by a criticism and comparison of the cases. 
As a rule the reporting of the cases is limited to rather brief excerpts 
from the opinions. The author, feeling that he is somewhat out of his 
field, has drawn freely from legal writings and much of his text con- 


Chi. M. & St. P. Ry. Co. v. Minn., 134 U. S. 418, * 458, 10 Sup. Ct. 462, 
33 L. ed. 970 (1890) ; W. Oh. Gas Co. v. P. U. 294 U. S. 63, 55 Sup. 
Ct. 316, 79 L. ed. 761 (1935), while a case Rie A the grant of reparations 
against a carrier who complied with the fixed rate, treated it as legislative, while 
at the same time observing that a new rate could not have been fixed — 
that prior hearing required of judicial determinations, Ariz. Grocery Co. v. 
A. T. & S. F. Ry., 284 U. S. 370, 52 Sup, Ct. 183, 76 L. ed. 348 (1932). 

8 Professor Dickinson has called attention to “the futility of trying to classify 
a particular exercise of administrative power as either wholly legislative or 
ray judicial.” Dickinson, Administrative Justice and the Supremacy of 

WwW, PD 
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sists of summaries and paraphrasings of law books and articles, while 
in several instances the selection of cases for a particular chapter has 
been borrowed from one of the law case books. Much of the legal 
material is quite elementary, as it should be for the purpose at hand. 

By his simplification and arrangement of these legal materials plus 
the addition of his own informative and suggestive comments Pro- 
fessor Hart has produced a book that gives a running picture of the 
subject matter that should be readable, informative, and stimulating 
to the undergraduate student. His treatise also will be extremely 
useful to lawyers and law students who have not or will not take a 
law school course in Administrative Law.° 

F. EuGENE READER, 
Professor, Dickinson School of Law, Carlisle, Pennsylvania. 


CASES AND MATERIALS ON CRIMINAL Law. By Livingston Hall and 
Sheldon Glueck. St. Paul, Minn.: West Publishing Co. 1939. 
Pp. XXI, 556. $4.00. 


Here is a recent addition to the American Casebook Series co- 
written by a professor of law and a professor of criminology. Plan- 
ning the book for use in a one semester course in criminal law, the 
authors have condensed the case material and have inserted a large 
amount of text matter. The whole first part is devoted to an explana- 
tion of the nature of criminal law and its place in the legal system. 
To acquaint the student with the various problems which he should 
consider in this field, there is a discussion of the nature and origins 
of criminals, various theories of punishment and rehabilitation, and 
principles and practises involved in the sentencing of convicts. Brief 
references are made to the origins and history of criminal law but the 
emphasis is on the modern aspects of the subject. 

The next two parts classify the topics as to crimes against the per- 
son and offenses against property while the final part deals specifically 
with the general principles of criminal liability such as intent, mis- 
take and the various defenses based on these factors, as well as in- 
choate crimes and the different types of parties to a crime. The cases 
selected for these parts are for the most part modern ones based on 
current concepts and legislation. Almost all of them are concise and 
so well edited that the facts, the arguments and the distinctions upon 
which the decisions rest are clearly brought out even after a hasty 
perusal. The arrangement of the cases within the chapters and sec- 
tions serves to build up the subject of each in a logical way. Helpful 
notes are included to furnish background material and explanations of 
the subject matter. Affording the student greater insight to each prin- 
ciple short summaries called problem cases are inserted to indicate 
variations, extensions or conflicting decisions. There are also numer- 
ous references to texts and periodicals for the student who wishes 
to consider the topics more thoroughly. 

Rounding out the authors’ attempt to supply the reader with a 
“realistic orientation” to the course is an appendix which is devoted 

5 One unfortunate feature of the book is the small size type employed. It is 


a strain to read the book casually but to have to pore over it, as a student must, 
is almost too much, 
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to a social case history of an oft-repeating petty criminal whose fam- 
ily background, environment and many offenses are delved into, and 
whose health, intelligence, personality and attitudes are considered in 
an effort to discover treatment which will restore him to society. 
Though the time for which this course is planned limits the book to 
the fundamental topics of criminal law, the authors by making cer- 
tain chapters serve a dual purpose have produced a well integrated 
work. E. E. E., Jr. 


CRIMINAL PROSECUTIONS UNDER THE SHERMAN ANTI-TrRustT ACT. 
By Paul E. Hadlick. Washington: Ransdell Inc. 1939. Pp. 207. 
$3.00. 


TREBLE DAMAGES UNDER THE ANTI-TRust Laws. By Paul E. 
Hadlick. Washington: Ransdell Inc. 1940. Pp. 504. $6.00. 


Mr. Hadlick has written two volumes dealing with the Anti-Trust 
laws. One of them describes the criminal aspects of the Sherman and 
related acts, and the other has to do with the civil liability incurred 
upon their violation. In view of the fact that the Sherman Act is 
both a criminal and civil statute, the reviewers have decided to con- 
sider both books together. 


The author has made it very clear that the Sherman Act is pri- 
marily a criminal statute. He traces the history of antimonopolistic 
sentiment from 17th Century England to the present day. The evils 
which gave rise to the Act are described, especially the discriminations 
practiced by such combinations as the railroads and the Standard 
Oil Company. Quotations from congressional debates prior to the 
enactment of the Sherman Act indicate that the law was primarily 
directed against the activities of these two groups. 


Further background is given on the difficulties of enforcement en- 
countered after this statute became law. The principal stumbling 
block appears to have been a lack of faith on the part of the enforcing 
groups (1. e., the U. S. attorneys) that the law would accomplish its 
purpose. The vigorous prosecutions recently conducted by the De- 
partment of Justice have gone a long way toward dispelling this 
view. 

The method of enforcement is discussed and criminal contempt 
charges against labor unions and industrial groups are reviewed and 
compared. The author then outlines the powers of the Grand Jury 
to investigate violations of the law and the limitations that exist when 
the questions of jurisdiction and removal arise. The final part of the 
volume on the criminal aspects of the Sherman Act deals with that 
phase of the law about which so much has recently been heard, viz, 
“nolo contendere” or consent decrees. There is a splendid discussion 
of the merits of the conclusions reached by the courts over the meaning 
and effect of that plea on suits under the treble damage provisions of 
the Act. 

The second book concerns itself with the civil end of the statute. 
It is principally a case book. The author has devoted some thirty 
pages to a textual explanation of the law governing civil suits under 
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the Sherman and related acts. Section 7 of the Act of July 2, 1890, 
provides as follows: * 


Any person who shall be injured in his business or property 
by any other person or corporation by reason of anything for- 
bidden or declared to be unlawful by this act, may sue therefor 
in any district court of the United States in any district in which 
the defendant resides or is found, without respect to the amount 
in controversy, and shall recover threefold the damages by him 
sustained, and the costs of suit, including a reasonable attorney’s 
fee. 


Hence there is a statutory right to sue in a United States Court in 
an action sounding in tort. The author emphasizes that the Federal 
Statute of limitations covering prosecution for penalties or forfeitures 
did not apply because the nature of the remedy provided by § 7 of the 
Sherman Act was compensatory and not penal.? It has been held 
that the statute of limitations of the forum, that is, the state in which 
Federal jurisdiction was taken advantage of, applied. 

The text describes the essentials necessary to confer jurisdiction 
and gives a very valuable statement concerning the allegations needed 
to state a cause of action and those necessary in a demurrer or motion 
to dismiss. The actual trial of the case is discussed, and the relation 
of court and jury is considered. 

Mr. Hadlick devotes the rest of the book to cases which have 
arisen under the laws. In each instance he gives the background 
which led to the action, a refreshing departure from the obsolete and 
uninformative practice of standard legal case books which are more 
likely to confuse than instruct the student, because without the back- 
ground the point of the case is all too often lost. 

In conclusion we would like to state that the appearance of these 
books is both timely and important. They deal with a branch of the 
law that is rapidly growing and little understood by the vast majority 
of practicing lawyers. Every attorney likely to be involved in an 
anti-trust suit should not be without either of Mr. Hadlick’s books 
because any suit under this act is a dual affair—criminal and civil. 

Epwarp A. Martin and Joun C. McBrine. 
Of the District of Columbia Bar. 


126 Stat. 209 (1890), 15 U. S. C. § 2 (1934). 


2 Chattanooga Foundry and Pipe Works v. City of Atlanta, 203 U. S. 390, 27 
Sup. Ct. 65, 51 L. ed. 241 (1906). 





